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P U B L I C  S E R V I C E  C O M M I S S I O N  R E P O R T  S U M M A R Y  
I n  J u l y  1 9 7 8 ,  t h e  G e n e r a l  A s s e m b l y  p a s s e d  A c t  6 0 8  w h i c h  b e c a m e  k n o w n  a s  
t h e  " S u n s e t  A c t . "  T h i s  A c t  a b o l i s h e s  s p e c i f i c  b o a r d s  a n d  c o m m i s s i o n s  a s  o f  
p r e d e t e r m i n e d  d a t e s  a n d  r e q u i r e s  t h e  A u d i t  C o u n c i l  t o  r e v i e w  e a c h  b o a r d  o n e  
y e a r  p r i o r  t o  t h e  t e r m i n a t i o n  d a t e .  T h e  P u b l i c  S e r v i c e  C o m m i s s i o n  ( P S C )  i s  
s c h e d u l e d  t o  t e r m i n a t e  o n  J u n e  3 0 ,  1 9 8 9 ,  u n l e s s  r e a u t h o r i z e d  b y  t h e  
L e g i s l a t u r e .  T h e  S u n s e t  A c t  r e q u i r e s  t h e  A u d i t  C o u n c i l  t o  a d d r e s s  e i g h t  i s s u e s  
c o n c e r n i n g  P S C ' s  o p e r a t i o n s  ( s e e  A p p e n d i x  A ) .  T h i s  i s  t h e  A u d i t  C o u n c i l ' s  
s e c o n d  s u n s e t  r e v i e w  o f  P S C ,  a n d  p r o g r e s s  h a s  b e e n  m a d e  s i n c e  t h e  l a s t  a u d i t  
w a s  p u b l i s h e d  i n  1 9 8 2  ( s e e  A p p e n d i x  B ) .  I n  a d d i t i o n ,  d u r i n g  t h i s  r e v i e w ,  P S C  
a p p o i n t e d  a  n e w  E x e c u t i v e  D i r e c t o r  w h o  e x p r e s s e d  h i s  c o m m i t m e n t  t o  i m p l e m e n t  
n e e d e d  c o r r e c t i v e  a c t i o n .  
T h e  C o u n c i l  h a s  r e v i e w e d  P S C ' s  s t a t u t e s ,  r e g u l a t i o n s ,  r e g u l a t o r y  d u t i e s ,  
f u n c t i o n s ,  a n d  p o l i c i e s  a n d  p r o c e d u r e s  a n d  c o n c l u d e s  t h a t  P S C  f u l f i l l s  a  p u b l i c  
n e e d  t h r o u g h  t h e  r e g u l a t i o n  o f  u t i l i t i e s .  H o w e v e r ,  P S C ' s  e c o n o m i c  r e g u l a t i o n  
o f  c o m p e t i t i v e  b u s i n e s s e s ,  s u c h  a s  t r u c k i n g ,  r a d i o  c o m m o n  c a r r i e r s ,  c e l l u l a r  
t e l e p h o n e s ,  a n d  t h e  t e l e g r a p h  i n d u s t r y ,  c o u l d  b e  r e l a x e d .  T h e  f o l l o w i n g  p a g e s  
s u m m a r i z e  p r o b l e m s  f o u n d  a t  P S C .  
1  
- - . ; :  
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1. TRANSPORTATION DIVISION 
The Transportation Division is responsible for regulating entry into the 
motor carrier industry, setting rates charged, and enforcing regulations. 
Problems noted include: 
State law allows PSC to deny a motor carrier entry into the motor carrier 
business if competitors successfully protest the application. Although 
state law was amended in 1984 to place the burden of proof on the 
protestors, applicants can be denied entry in order to protect other 
carriers from competition (seep. 12). 
State law allows PSC to place restrictions on carriers which cause these 
carriers to operate inefficiently. Some carriers cannot operate at full 
capacity, transport cargo for which they are suited, or operate in certain 
territories (seep. 13). 
PSC allows motor carriers to collectively establish rates to be charged to 
shippers and the public. Although this type of price setting is exempt 
from state antitrust laws, PSC is not specifically mandated to approve 
collective rate making (seep~ 15). 
Between July 1984 and June 1987, PSC approved 249 (95%) of 262 motor 
carrier requests for rate increases without determining the need for the 
rate increases (seep. 16). 
PSC has no written guidelines outlining expenses which can be included in 
a motor carrier's rate base (seep: 17). 
PSC has no schedule or plan to review motor carriers for compliance with 
statutes and regulations. From FY 84-85 through FY 86-87, three PSC 
transportation auditors have reviewed only 82 (7%) of the 1,243 carriers 
(seep. 18). 
PSC has allowed companies to operate without Commission certification. 
This is because PSC has not strictly enforced laws governing unlicensed 
carriers and has not followed up on unlicensed operators that advertise 
their businesses to the public (seep. 20). 
PSC has not taken advantage of all federal funds available to enhance 
truck safety enforcement. Also, more resources are devoted to checking 
for violations of truck licensing and permitting than to checking for 
deficiencies in truck safety (see pp. 26, 29). 
Transferring PSC inspector positions to the South Carolina Department of 
Highways and Public Transportation would eliminate duplication of effort, 
strengthen truck safety enforcement, and allow the state to recoup an 
additional $300,000 in federal funds for enhanced safety enforcement 
(seep. 26). 
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2 .  U T I L I T I E S  D I V I S I O N  
T h e  U t i l i t i e s  D i v i s i o n  i s  r e s p o n s i b l e  f o r  s e t t i n g  u t i l i t y  r a t e s  a n d  
m o n i t o r i n g  s e r v i c e  p r o v i d e d  b y  u t i l i t i e s .  E x a m p l e s  o f  p r o b l e m s  n o t e d  i n c l u d e :  
O p e n  c o m p e t i t i o n  i n  t h e  r a d i o  c o m m o n  c a r r i e r  i n d u s t r y  ( p a g i n g  s e r v i c e s  o r  
· t w o - w a y  r a d i o  s e r v i c e s ) ,  t e l e g r a p h  i n d u s t r y ,  a n d  w h o l e s a l e  c e l l u l a r  p h o n e  
p r o v i d e r s  c o u l d  r e p l a c e  P S C  r e g u l a t i o n  ( s e e p .  4 1 ) .  
P S C  h a s  n o t  e n s u r e d  t h a t  f i n a n c i a l  a u d i t s  a r e  r o u t i n e l y  p e r f o r m e d  o n  
u t i l i t y  c o m p a n i e s .  T h e s e  a u d i t s  a r e  n e e d e d  t o  d e t e r m i n e  i f  c o m p a n i e s  a r e  
e a r n i n g  r e a s o n a b l e  p r o f i t s  a n d  a r e  i r i  c o m p l i a n c e  w i t h  P S C  o r d e r s  
( s e e p .  4 6 ) .  
P S C  d o e s  n o t  h a v e  w r i t t e n  p o l i c y  o u t l i n i n g  a l l o w a b l e  c o s t s  w h i c h  c a n  b e  
i n c l u d e d  i n  a  u t i l i t y ' s  c o s t  o f  s e r v i c e  ( s e e p .  4 7 ) .  
W h e n  e s t a b l i s h i n g  a  u t i l i t y ' s  a l l o w a b l e  r e t u r n  o n  e q u i t y ,  t h e  C o m m i s s i o n  
c o n s i d e r s  e v i d e n c e  p r e s e n t e d  b y  P S C  s t a f f ,  t h e  u t i l i t y ,  a n d  o t h e r  p a r t i e s .  
H o w e v e r ,  t h e  C o m m i s s i o n  d o e s  n o t  s p e c i f y  t h e  r e a s o n  a  s p e c i f i c  r e t u r n  o n  
e q u i t y  i s  g r a n t e d .  T h e r e f o r e ,  t h e r e  w a s  n o  d o c u m e n t a t i o n  a s  t o  w h y  t h e  
C o m m i s s i o n  h a s  g r a n t e d  r e t u r n s  w h i c h  e x c e e d  t h e  m i n i m u m  a m o u n t  P S C  s t a f f  
h a v e  s t a t e d  i s  n e e d e d  t o  k e e p  t h e  u t i l i t i e s  f i n a n c i a l l y  h e a l t h y  a n d  
a t t r a c t i v e  t o  i n v e s t o r s  ( s e e p .  4 9 ) .  
P S C  h a s  n o t  m o n i t o r e d  w a t e r  a n d  w a s t e w a t e r  f a c i l i t i e s  t o  e n s u r e  t h a t  
p r o p e r  a n d  a d e q u a t e  s e r v i c e  i s  b e i n g  p r o v i d e d  ( s e e p .  5 3 ) .  
P S C  d o e s  n o t  c o n d u c t  c o m p l i a n c e  i n s p e c t i o n s  o n  u t i l i t i e s  o n  a  r e g u l a r  
b a s i s  o r  f o l l o w  u p  o n  p r o b l e m s  d e t e c t e d  ( s e e p .  5 4 ) .  
S i n c e  J u l y  1 9 8 1 ,  t h e  C o m m i s s i o n  h a s  n o t  r e s o l v e d  o v e r  7 0  o u t s t a n d i n g  
c o m p l a i n t s  i n  t h e  T e l e c o m m u n i c a t i o n s  D e p a r t m e n t  ( s e e p .  5 7 ) .  
P S C  s t a t u t e s  a n d  r e g u l a t i o n s  a r e  i n c o n s i s t e n t  a m o n g  t h e  u t i l i t i e s  
( s e e  p .  6 0 ) .  
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3. ADMINISTRATION DIVISION 
An examination of PSC's Administration Division found the following: 
There are no minimum qualifications for PSC Commissioners (seep. 63). 
Approximately 18% (10 of 56) of PSC positions examined were filled by 
individuals who did not meet the minimum job qualifications (seep. 64). 
PSC overassesses utility companies to pay the administrative costs of the 
Transportation Division (seep. 65). 
Approximately $141,000 in utility assessments has not been remitted to the 
General Fund by the counties for FY 85-86 and FY 86-87 (seep. 66). 
A PSC administrator has been improperly assigned a state automobile 
(seep. 67). 
The following chapters discuss, in detail, the program and operational 
deficiencies found during this audit. The terms Public Service Commission, the 
Commission, and PSC are used interchangeably throughout this report. 
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4 .  M A J O R  R E C O M M E N D A T I O N S  
T h e  A u d i t  C O l m c i  I  r e c a n n e n d s  t h a t  t h e  G e n e r a l  A s s e n i > l y  c o n s i d e r  
r e m o v i n g  a n t i t r u s t  i m m u n i t y  g r a n t e d  m o t o r  c a r r i e r s  i n  t h e  r a t e  m a k i n g  
p r o c e s s  u n d e r  § 5 8 - 2 3 - 1 0 1 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s .  
T h e  A u d i t  C o u n c i l  r e c o m m e n d s  t h a t  t h e  G e n e r a l  A s s e m b l y  c o n s i d e r  
r e p e a l i n g  t h e  p o r t i o n  o f  § 5 8 - 2 3 - 3 3 0  t h a t  a l l o w s  P S C  t o  d e n y  a n  
a p p l i c a t i o n  i f  t h e  p u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  i s  b e i n g  s e r v e d .  
( a )  T h e  G e n e r a l  A s s e m b l y  s h o u l d  c o n t i n u e  t o  r e q u i r e  P S C  t o  d e t e n n i n e  
i f  a n  a p p l i c a n t  i s  f i t ,  w i l l i n g  a n d  a b l e  t o  p r o v i d e  t r u c k i n g  
s e r v i c e .  C r i t e r i a  t o  d e f i n e  f i t ,  w i l l i n g  a n d  a b l e  s h o u l d  b e  
d e v e l o p e d .  I f  t h e  C o m m i s s i o n  r e s t r i c t s  o p e r a t i n g  r i g h t s ,  a  
p o l i c y  o u t l i n i n g  r e a s o n s  f o r  c a r r i e r  r e s t r i c t i o n s  s h o u l d  b e  
d e v e l o p e d .  T h e  C o m m i s s i o n  s h o u l d  j u s t i f y  a n y  r e s t r i c t i o n s  i n  
w r i t i n g .  
( b )  T h e  G e n e r a l  A s s e m b l y  s h o u l d  c o n s i d e r  r e p e a l i n g  § 5 8 - 2 3 - 1 0 8 0  
a n d  a p p l i c a b l e  r e g u l a t i o n s  r e q u i r i n g  P S C  t o  f i x  o r  a p p r o v e  
m o t o r  c a r r i e r  r a t e s .  
( c )  T h e  G e n e r a l  A s s e m b l y  s h o u l d  c o n s i d e r  t r a n s f e r r i n g  P S C  
i n s p e c t o r  p o s i t i o n s  t o  t h e  S o u t h  C a r o l i n a  D e p a r t m e n t  o f  
H i g h w a y s  a n d  P u b l i c  T r a n s p o r t a t i o n  ( S < J H I Y r ) .  A  d e s i g n a t e d  
n u m b e r  o f  i n s p e c t o r s  s h o u l d  p e r f o n n  o n l y  s a f e t y  
i n s p e c t i o n s .  T h e  r e m a i n i n g  i n s p e c t o r s  s h o u l d  i n s p e c t  
t r u c k s  t o  e n s u r e  t h e y  a r e  p r o p e r l y  l i c e n s e d  a n d  a r e  i n  
c o m p l i a n c e  w i t h  o t h e r  s t a t e  l a w s .  T h e s e  p o s i t i o n s  s h o u l d  
b e  f u n d e d  w i t h  m o t o r  c a r r i e r  s a f e t y  g r a n t  f u n d s  a n d  o t h e r  
P S C  f e e s .  
( d )  T h e  G o v e r n o r  s h o u l d  c o n s i d e r  d e s i g n a t i n g  t h e  S C D H P T  a s  t h e  
a g e n c y  t o  a d m i n i s t e r  t h e  f e d e r a l  s a f e t y  g r a n t  p r o g r m n .  T h e  
S C D H P T  s h o u l d  a p p l y  f o r  a l l  f e d e r a l  f u n d s  a v a i l a b l e  t o  f u n d  
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safety inspectors' positions, equipment, supplies, and 
other i terns. The SClEPI' should be granted authority to 
ensure all trucks registered to operate in South Carolina 
have proper liability and cargo insurance. Interstate 
COmmerce Commission or neighboring states' minimum 
insurance requirements should be adopted in South Carolina. 
PSC Insurance Department enployees should be transferred to 
the SCDHPT department. 
(e) REmaining PSC transportation enployees should be 
responsible for licensing, registering, and processing 
applications for motor carriers applying for entry into the 
motor carrier industry. PSC should coordinate with.the 
SCDHPT to detennine which carriers have inadequate safety 
records. 
The Audit Counci I recoomends that the General Asseni>ly consider 
rescinding §53-23-1510 of the South Carolina Code of Laws which 
allows certain cities to regulate taxicabs. 
The Audit Counci I recomnends that the General Assembly consider 
amending §58-23-20 of the South Carolina Code of Laws to exempt buses 
from PSC economic regulation. 
The Audit Council recommends that the General Assembly consider 
allowing PSC to discontinue rate making of intrastate railroads. 
The Audit Counci 1 recoomends that the General Assembly consider 
repealing §58-11-10 through §58-11-600 and specific sections of 
Chapter 9 of the South Carolina Code of Laws pertaining to regulation 
of radio common carriers, wholesale cellular telephone providers, and 
telegraph services. 
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T h e  G e n e r a l  A s s E m b l y  s h o u l d  c o n s i d e r  r e q u e s t i n g  t h e  D e p a r t m e n t  o f  
C o n s u m e r  A f f a i r s  t o  r e c e i v e  a n d  i n v e s t i g a t e  c o n s u m e r  c o m p l a i n t s  f o r  
i n d u s t r i e s  n o  l o n g e r  r e g u l a t e d  b y  P S C .  
T h e  S o u t h  C a r o l i n a  R e o r g a n i z a t i o n  C c m n i s s i o n  a n d  t h e  P u b l i c  S e r v i c e  
C c m n i s s i o n  s h o u l d  c o n s i d e r  r e c o m m e n d i n g  n e e d e d  s t a t u t o r y  r e v i s i o n s  
f o r  P S C  d u r i n g  t h e  S \ D l s e t  r e v i e w .  
T h e  A u d i t  C O l m c i l  r e c o m m e n d s  t h a t  t h e  P u b l i c  S e r v i c e  J . V f . e r i t  S e l e c t i o n  
P a n e l  c o n s i d e r  p e r s o n s  w i t h  e x p e r t i s e  i n  a c c o u n t i n g ,  l a w ,  c o n s u m e r  
a f f a i r s ,  o r  o t h e r  p r o f e s s i o n a l  a r e a s  w h e n  n o m i n a t i n g  p e r s o n s  t o  b e  
e l e c t e d  t o  t h e  P u b l i c  S e r v i c e  C c m n i s s i o n .  
T h e  G e n e r a l  A s s e m b l y  s h o u l d  c o n s i d e r  e n a c t i n g  l e g i s l a t i o n  t o  a l l o w  
t h e  C o m m i s s i o n  t o  r e v o k e  c e r t i f i c a t e s  o f  p u b l i c  c o n v e n i e n c e  a n d  
n e c e s s i t y  o f  c o m p a n i e s  n o t  p a y i n g  P S C  a s s e s s m e n t s ,  a n d  a l l o w  P S C  t o  
c a l l  a  c o m p a n y ' s  b o n d  t o  p a y  d e l i n q u e n t  a s s e s s m e n t s .  
T h e  G e n e r a l  A s s e m b l y  s h o u l d  c o n s i d e r  a m e n d i n g  § 5 8 - 3 - 1 0 0  o f  t h e  S o u t h  
C a r o l i n a  C o d e  o f  L a w s  t o  p r o v i d e  f o r  t h e  a s s e s s m e n t  o f  l a t e  p e n a l t i e s  
a g a i n s t  c O l m . t i e s  t h a t  d o  n o t  r e m i t  a s s e s s m e n t s  t o  t h e  S t a t e  T r e a s u r e r  
w h e n  t h e  c o u n t i e s  c o l l e c t  t h e  a s s e s s m e n t s .  
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CHAPTER I 
BACKGROUND AND HISTORY 
Utility regulation in South Carolina began in 1878 when the Railroad 
Commission was created to regulate railroads. In 1910, the Public Service 
Commission was created to "fix and establish in all cities of the state rates 
and charges for the supply of water, gas or electricity •• 
two Commissions were merged. 
" In 1922, the 
The present Commission is made up of seven members, one from each of the 
six congressional districts and one at-large member. Commissioners are 
nominated by the Public Service Merit Selection Panel and elected by the 
General Assembly. The primary authority of the Commission is to: 
Regulate and supervise the rates, charges, practices, and services of 
privately owned electric utilities. 
Approve rates and supervise services of all privately and publicly owned 
telephone and telegraph companies, including radio common carriers, in 
South Carolina. 
Regulate rates and charges, services, and practices of all privately owned 
gas, water, and sewerage companies, and administer the Federal Natural Gas 
Pipeline Safety Act of 1968. 
Supervise and regulate for-hire motor carriers of persons and property as 
to rates, services, schedules, routes, insurance, and safety. 
As of 1986, 61 electric, gas, telephone, telegraph, and radio common 
carrier utilities were operating within the state. They had total plant 
investments of $8.3 billion and generated gross revenues of approximately 
$3.7 billion (see Table 1). An additional 126 water and sewerage companies 
operating within the state generated gross revenues of $15.2 million. 
To carry out its functions, PSC employs 146 staff and has an annual budget 
of over $5 million. The agency is divided into three divisions: Utilities, 
Transportation, and Administration. Within the divisions, special functions 
are carried out by departments. The following organizational chart outlines 
PSC's various departments. 
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I  
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E x e c u t i v e  
I  
D i r e c t o r  
D e p u t y  E x e c u t i v e  D i r e c t o r  
a n d  E x e c u t i v e  A a a i a t a n t  
t o  C a . a i a a i o n a r a  
U t i l i t i e s  
T r a n s p o r t a t i o n  
D i v i s i o n  
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D i v i s i o n  
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( 3 )  
( 2 )  
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L a w  E n f o r c e • e n t  
( 7 )  
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-
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W a t e r  a n d  
R e g i s t r a t i o n  
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( 5 )  
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-
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* N U I D b e r  o f  p e r s o n n e l  i f  I D O r e  t h a n  o n e .  
T o t a l  F T E  p o s i t i o n s  •  1 4 6 .  
S o u r c e :  S o u t h  C a r o l i n a  P u b l i c  S e r v i c e  CD~Dmiaaion. 
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TAIL& I 
OVERVIEW OF CROSS RBVEHUES CEHERATED AHD CAPITAL IMYBSTHEMTS FOR TBB UTILITIES 
Utility 
Telecommunications (1) 
Electric 
Gas 
Water and Wastewater 
TOTAL 
Cross Revenues 
Cenerate4 
' 791,495,904 
1,838,266,415 
644,140,445 
9,062,284 
fl.,U2,965,048 
1984 
1984 TBROUCB 1986 
Capital 
lnveat•enta 
$2,275,781,771 
5,055,528,S70 
415,521,877 
(2) 
$7,746,832,218 
Croaa Revenues 
Cenerate4 
$ 962,310,767 
1,967,467,417 
550,227,203 
13,763!498 
13.1t93. 7§8,!1115 
(I) Includes Mobile Communications operating in South Carolina. 
(2) Not available for water and wastewater companies. 
Source: South Carolina Public Service Commission Annual Reports. 
1985 
Capital Crose Revenues 
laveat•ents Cenerate4 
-
$2,519,571,656 $ 984,955,019 
5,096,254,029 2,167,031,685 
378,748,140 505,634,116 
(2) 15!176!939 
l7.22!!.H3.82!i H.612.19L U9 
1986 
Capital 
lavest•enta 
$2,613,735,859 
5,284,174,076 
405,900,569 
(2) 
I!Ll~3.!1lQ,504 
C H A P T E R  I I  
R E G U L A T I O N  O F  M O T O R  C A R R I E R S  A N D  T R A N S P O R T A T I O N  
E c o n o m i c  r e g u l a t i o n  o f  m o t o r  c a r r i e r s  i n  S o u t h  C a r o l i n a  b e g a n  i n  1 9 2 8 .  
P S C  r e g u l a t e s  a l l  i n t r a s t a t e  " f o r  h i r e "  c a r r i e r s  o f  f r e i g h t ,  h o u s e h o l d  g o o d s ,  
p e t r o l e u m ,  p a s s e n g e r s ,  m o b i l e  h o m e s ,  a n d  v a r i o u s  o t h e r  c o m m o d i t i e s .  ( T h e r e  a r e  
s o m e  c a r r i e r  e x e m p t i o n s ,  s u c h  a s  c h u r c h  b u s e s ,  m a i l  c a r r i e r s ,  w r e c k e r s ,  a n d  
c a r r i e r s  o f  f a r m  t o  m a r k e t  p r o d u c t s . )  P S C  d e c i d e s  w h i c h  c a r r i e r s  c a n  c o n d u c t  
b u s i n e s s  i n  t h e  s t a t e  a n d  e s t a b l i s h e s  r a t e s  c a r r i e r s  c a n  c h a r g e .  O v e r  1 , 2 0 0  
c a r r i e r s  a r e  a u t h o r i z e d  t o  o p e r a t e  i n  S o u t h  C a r o l i n a .  I n  a d d i t i o n ,  o v e r  1 2 , 0 0 0  
c e r t i f i c a t e d  i n t e r s t a t e  c a r r i e r s  o p e r a t e  i n  S o u t h  C a r o l i n a  b u t  a r e  n o t  s u b j e c t  
t o  P S C  e c o n o m i c  r e g u l a t i o n s .  
E c o n o m i c  r e g u l a t i o n  o f  m o t o r  c a r r i e r s  c h a n g e d  v e r y  l i t t l e  i n  S o u t h  
C a r o l i n a  f r o m  1 9 2 8  u n t i l  1 9 8 4 .  I n  1 9 8 4 ,  s t a t e  l a w  w a s  a m e n d e d  t o  r e l a x  l a w s  
w h i c h  h a d  a l l o w e d  P S C  t o  s e v e r e l y  r e s t r i c t  e n t r y  i n t o  t h e  m o t o r  c a r r i e r  
i n d u s t r y .  B e f o r e  1 9 8 4 ,  a n  a p p l i c a n t  h a d  t o  p r o v e  t h a t  t h e  p u b l i c  w a s  n o t  b e i n g  
a d e q u a t e l y  s e r v e d  a n d  t h a t  a  n e w  b u s i n e s s  w o u l d  n o t  h a r m  e x i s t i n g  c a r r i e r s .  
N o w ,  t h e  b u r d e n  o f  p r o o f  i s  o n  t h e  p r o t e s t o r  t o  p r o v e  t h a t  t h e  p u b l i c  i s  
a l r e a d y  b e i n g  a d e q u a t e l y  s e r v e d  b y  e x i s t i n g  c a r r i e r s .  A c c o r d i n g  t o  P S C  a n d  
t r u c k i n g  o f f i c i a l s ,  i t  i s  s i g n i f i c a n t l y  e a s i e r  t o  o b t a i n  P S C  a u t h o r i t y  t o  
c o n d u c t  b u s i n e s s  i n  S o u t h  C a r o l i n a  s i n c e  s t a t e  l a w  w a s  a m e n d e d .  
P S C  a l s o  e n f o r c e s  m o t o r  c a r r i e r  s a f e t y  l a w s .  T h e  a g e n c y  r e c e i v e s  f e d e r a l  
f u n d s  t o  e n f o r c e  f e d e r a l  t r u c k  s a f e t y  r e g u l a t i o n s .  T e n  o f f i c e r s  a r e  t r a i n e d  t o  
i n s p e c t  t r u c k s  f o r  s a f e t y  d e f i c i e n c i e s .  
1 1  
Regulation of Entry Into the Motor Carrier Industry 
To obtain entry into the trucking industry, an applicant must prove he is 
"fit, willing and able." If a protest is filed, a protestor must prove that 
the "public convenience and necessity" is already being served. A review of 
motor carrier applications found the following. 
Botry Criteria 
PSC has not established criteria outlining what an applicant must prove to 
obtain authority to operate in South Carolina. State law requires that an 
applicant be "fit, willing and able" to perform a proposed service. However, 
it is unclear how this requirement may be satisfied. For example, a carrier 
applying for service does not have to prove he has a safe driving history or 
safe and adequate equipment. An application must include the service to be 
performed, and list the applicant's assets, liabilities, and other resources. 
The Commission examines this information to determine if an applicant is "fit, 
willing and able." 
An applicant must also pass a "public convenience and necessity" test if 
another carrier protests the application. The applicant presents evidence to 
show that the public is not being adequately served by existing carriers. The 
Commission listens to testimony and considers the credibility of witnesses to 
determine if the public convenience and necessity is already being served. If 
an existing carrier can prove he is already serving the "public convenience and 
necessity," an applicant will not gain entry. There is no criteria outlining 
what constitutes the "public convenience and necessity" test. 
Without written criteria, applicants do not know what requirements must be 
met to obtain PSC authority to conduct business in South Carolina. 
Entry Requiranen.ts 
Although state laws pertaining to entry (§58-23-330 of the South Carolina 
Code of Laws) into the motor carrier industry were relaxed in 1984, PSC can 
prohibit entry to restrict competition. Motor carriers are still denied entry 
in order to protect existing carriers' businesses. From July 1984 through 
June 1987, PSC approved 1,012 applications for entry into the trucking industry 
and denied 15. According to PSC staff, the majority of the applications 
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a p p r o v e d  a r e  f o r  l i m i t e d  r i g h t s  t o  h a u l  a g r i c u l t u r a l  c o m m o d i t i e s ,  s p e c i a l i z e d  
c a r g o ,  o r  a u t h o r i t y  t o  o p e r a t e  a  t a x i c a b .  
T h e  f o l l o w i n g  e x a m p l e s  c o n t r a s t  P S C ' s  d e c i s i o n s  c o n c e r n i n g  a p p l i c a t i o n s  
f o r  t r u c k i n g  a u t h o r i t y :  
A  m o t o r  c a r r i e r  a p p l i e d  f o r  a u t h o r i t y  t o  h a u l  h o u s e h o l d  g o o d s  i n  t h e  
s t a t e .  P S C  j u d g e d  t h e  c a r r i e r  t o  b e  f i t ,  w i l l i r i g  a n d  a b l e  t o  p r o v i d e  t h e  
s e r v i c e s .  H o w e v e r ,  a f t e r  f o u r  c a r r i e r s  i n t e r v e n e d ,  P S C  d e n i e d  t h e  c a r r i e r  
a u t h o r i t y  s t a t i n g  t h a t  t h e  p u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  w a s  c u r r e n t l y  
b e i n g  s e r v e d .  T h e  c a r r i e r  h a d  t w o  w i t n e s s e s  t e s t i f y  t h a t  t h e y  c o u l d  u s e  
h i s  s e r v i c e .  
A  m o t o r  c a r r i e r  a p p l i e d  f o r  a u t h o r i t y  t o  h a u l  p e t r o l e u m  p r o d u c t s  i n  t h e  
s t a t e .  F i v e  o t h e r  c a r r i e r s  i n  t h e  s t a t e  p r o t e s t e d  t h e  a p p l i c a t i o n  
c l a i m i n g  t h a t  t h e  p u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  w a s  b e i n g  s e r v e d .  
H o w e v e r ,  P S C  d e t e r m i n e d  t h e  n e w  s e r v i c e  w a s  n e e d e d  a n d  a p p r o v e d  t h e  
c a r r i e r ' s  a p p l i c a t i o n .  
A l s o ,  c a r r i e r s  a m e n d  t h e i r  a p p l i c a t i o n s  t o  a v o i d  p r o t e s t s .  F o r  e x a m p l e ,  a  
h o u s e  m o v e r  a p p l i e d  t o  a m e n d  h i s  c e r t i f i c a t e  t o  d e l e t e  a  r e s t r i c t i o n  a g a i n s t  
c e r t a i n  t y p e s  o f  h a u l s .  T h r e e  c a r r i e r s  p r o t e s t e d  t h e  a p p l i c a t i o n .  O n e  p r o t e s t  
w a s  w i t h d r a w n  a f t e r  t h e  a p p l i c a n t  a g r e e d  t o  a d d  a  r e s t r i c t i o n  t o  e x c l u d e  t h e  
t r a n s p o r t a t i o n  o f  b a n k  c o m m o d i t i e s  o f  1 0 0  p o u n d s  o r  l e s s .  S t i l l  a n o t h e r  
p r o t e s t o r  w i t h d r e w  a f t e r  a n  a d d i t i o n a l  r e s t r i c t i o n  w a s  p l a c e d  o n  t h e  c a r r i e r  t o  
e x c l u d e  t h e  u s e  o f  v a n  t y p e  v e h i c l e s .  P S C  t h e n  g r a n t e d  t h e  c a r r i e r  a  
c e r t i f i c a t e  t o  o p e r a t e  w i t h  t h e  a m e n d e d  r e s t r i c t i o n s ,  m a k i n g  h i s  b u s i n e s s  l e s s  
e f f i c i e n t  a n d  c o m p e t i t i v e .  
T h e  A m e r i c a n  T r u c k i n g  A s s o c i a t i o n  ( A T A )  h a s  f o u n d  t h a t  t h e  f e d e r a l  
g o v e r n m e n t  s h o u l d  t o t a l l y  d i s c o n t i n u e  e c o n o m i c  b a r r i e r s  t o  e n t r y .  I n  a  1 9 8 7  
r e p o r t ,  t h e  A T A  s t a t e d :  
•  •  •  e c o n o m i c  c r i t e r i a  r e l a t i n g  t o  e n t r y  a r e  n o  l o n g e r  n e c e s s a r y  o n  
t h e  f e d e r a l  l e v e l .  T h e r e  i s  s i m p l y  n o  v a l i d  r a t i o n a l e  t o  m a i n t a i n  
e n f o r c e d  e c o n o m i c  e n t r y  s t a n d a r d s  a t  t h e  f e d e r a l  l e v e l .  
R e s t r i c t i n g  t h e  n u m b e r  o f  c a r r i e r s  a l l o w e d  t o  c o n d u c t  b u s i n e s s  r e s u l t s  i n  
d e c r e a s e d  c o m p e t i t i o n  i n  t h e  m o t o r  c a r r i e r  i n d u s t r y .  
R e g u l a t i o n s  A f f e c t  E f f i c i e n c y  
P S C  r u l e s  a n d  r e g u l a t i o n s  a l l o w  t h e  C o m m i s s i o n  t o  r e s t r i c t  t h e  e f f i c i e n c y  
o f  m o t o r  c a r r i e r s  i n  S o u t h  C a r o l i n a .  A l l  1 , 2 0 0  a u t h o r i z e d  i n t r a s t a t e  m o t o r  
c a r r i e r s '  o p e r a t i o n s  a r e  r e s t r i c t e d  i n  s o m e  m a n n e r  b y  P S C .  
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The following are examples of the range of anticompetitive limitations and 
restrictions that are placed on intrastate motor carriers by PSC: 
A package carrier can only transport packages of SO pounds or less between 
points and places within a 10-mile radius of Columbia to points and places 
within SO miles of this area. Another carrier can haul packages from 
points and places in Lexington and Richland Counties to points and places 
in South Carolina. 
PSC allows one carrier to haul just lumber between points and places in 
South Carolina. Another carrier is authorized to haul lumber, flooring, 
plywood, weather boarding, and sheathing between points and places in 
South Carolina. 
PSC allows one motor carrier to haul sand and gravel from places in 
Florence and Marlboro Counties to points and places in Florence and Horry 
Counties. However, another carrier is permitted to haul sand, gravel, 
dirt, fill dirt, coal, rocks, hot and cold asphalt, debris, scrap metal, 
and other building materials throughout the state. 
PSC's rules and regulations allow the Commission to restrict the operating 
rights of all 1,200 intrastate carriers which results in trucking 
inefficiencies and inequities. In April 1987, the Audit Council requested the 
Federal Trade Commission (FTC) to review PSC statutes. In a letter to the 
Audit Council, the FTC staff stated: 
During recent years, the [FTC] Commission staff has studied the 
effects of deregulation in many industries that in South Carolina are 
regulated by SCPSC. In the trucking industry, the FTC staff has 
found that deregulation, both at the federal and state levels, 
benefits consumers. Deregulation of both entry and rates in trucking 
at the national level and in several states has resulted in major 
increases in efficiency, lower transport rates, and greater 
availability of specialized services. [Emphasis Added] 
By restricting carrier operations, state government is limiting 
competition in a naturally competitive industry. 
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M o t o r  C a r r i e r  R a t e m a k i n g  
P S C  i s  r e s p o n s i b l e  f o r  e s t a b l i s h i n g  r a t e s  a n d  t a r i f f s  f o r  i n t r a s t a t e  m o t o r  
c a r r i e r s .  T o  e s t a b l i s h  a  f a i r  r a t e ,  P S C  c o n s i d e r s  a  c a r r i e r ' s  f i n a n c i a l  
o p e r a t i n g  r a t i o  ( e x p e n s e s  d i v i d e d  b y  r e v e n u e s ) .  T h e  l o w e r  t h e  r a t i o ,  t h e  
h i g h e r  t h e  m a r g i n  o f  p r o f i t .  F o r  e x a m p l e ,  a  9 3 %  r a t i o  m e a n s  a  c o m p a n y  s p e n d s  
9 3  c e n t s  t o  m a k e  $ 1 .  T h e  f o l l o w i n g  p r o b l e m s  w e r e  f o u n d  w i t h  P S C ' s  m e t h o d  o f  
s e t t i n g  r a t e s .  
C o l l e c t i v e  R a t a n a k i n g  
P S C  a l l o w s  t w o  r a t e  b u r e a u s  t o  c o l l e c t i v e l y  e s t a b l i s h  r a t e s  f o r  o v e r  3 8 0  
m e m b e r  m o t o r  c a r r i e r s .  C o l l e c t i v e  r a t e m a k i n g  c a u s e s  t r u c k i n g  r a t e s  t o  b e  
h i g h e r  t h a n  n e c e s s a r y  b e c a u s e  a l l  c a r r i e r s  c a n  m e e t  a n d  d i s c u s s  r a t e s  t o  b e  
c o l l e c t i v e l y  c h a r g e d .  T h i s  t y p e  o f  r a t e  s e t t i n g  a l l o w s  a l l  c a r r i e r s  t o  c h a r g e  
t h e  s~e r a t e s  r e g a r d l e s s  o f  t h e  c a r r i e r s '  o p e r a t i n g  c o s t s .  A l t h o u g h  e x e m p t  
f r o m  s t a t e  a n t i t r u s t  l a w s ,  c o l l e c t i v e  r a t e m a k i n g  i s  a  t y p e  o f  p r i c e  s e t t i n g  
t h a t  d i s c o u r a g e s  p r i c e  c o m p e t i t i o n  i n  t h e  t r u c k i n g  i n d u s t r y .  
A  r a t e  b u r e a u  i s  a n  o r g a n i z a t i o n  o f  m o t o r  c a r r i e r s  w h o  c a n  m e e t  a n d  
d i s c u s s  r a t e s  t o  b e  c h a r g e d .  A  b u r e a u  w i l l  s u b m i t  t h e  p r o p o s e d  r a t e s  t o  P S C  
f o r  a p p r o v a i .  F o r  e x a m p l e ,  o v e r  9 0  h o u s e h o l d  g o o d s  m o v e r s  b e l o n g  t o  o n e  r a t e  
b u r e a u .  T h e  r a t e s  t h e y  c h a r g e  t o  m o v e  a  c u s t o m e r  w i t h i n  S o u t h  C a r o l i n a  a r e  a l l  
t h e  s a m e ,  a n d  t h e  m o v e r s  a r e  p r o h i b i t e d  b y  l a w  f r o m  c o m p e t i t i v e  b i d d i n g .  A  
1 9 8 6  P S C  r e v i e w  o f  e i g h t  h o u s e h o l d  g o o d s  m o v e r s  r e q u e s t i n g  a  r a t e  i n c r e a s e  
r e v e a l e d  o p e r a t i n g  r a t i o s  f r o m  7 6 %  t o  1 0 3 % .  P S C  a w a r d e d  a l l  m o v e r s  t h e  s a m e  
r a t e  i n c r e a s e ,  r e g a r d l e s s  o f  t h e  v a r y i n g  n e e d  f o r  h i g h e r  r a t e s .  
S e c t i o n  5 8 - 2 3 - 1 0 1 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s  a l l o w s  P S C  t o  
a p p r o v e  c o l l e c t i v e l y  e s t a b l i s h e d  r a t e s .  T h i s  l a w  s t a t e s ,  " T h e  c o m m i s s i o n  m a y  
a p p r o v e  j o i n t  r a t e s ,  l o c a l  r a t e s  a n d  r a t e  a g r e e m e n t s  b e t w e e n  t w o  o r  m o r e  m o t o r  
c a r r i e r s  • • • •  "  H o w e v e r ,  t h i s  l a w  d o e s  n o t  s p e c i f i c a l l y  r e q u i r e  P S C  t o  
a p p r o v e  c o l l e c t i v e  r a t e m a k i n g ,  a n d  t h e  C o m m i s s i o n  c o u l d  e s t a b l i s h  r a t e s  b a s e d  
o n  i n d i v i d u a l  c a r r i e r  r e v e n u e  n e e d s .  
T h e  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  ( I C C )  h a s  r e l a x e d  i t s  c o n t r o l  o v e r  
r a t e m a k i n g  f o r  i n t e r s t a t e  c a r r i e r s .  I C C  a l l o w s  z o n e  r a t e s ,  w h i c h  p e r m i t s  
i n t e r s t a t e  c a r r i e r s  t o  i n c r e a s e  o r  d e c r e a s e  r a t e s  b y  a  c e r t a i n  p e r c e n t a g e  
w i t h o u t  I C C  a p p r o v a l .  I n  i t s  1 9 8 2  r e p o r t ,  t h e  C o u n c i l  r e c o m m e n d e d  t h a t  P S C  
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allow zone rates. Intrastate long-distance telephone rates, regulated by PSC, 
provide only a maximum rate that can be charged. Therefore, long-distance 
providers can compete and charge any rate below the maximum. 
By allowing collective ratemaking, carriers may discuss and vote on rates 
they are going to charge the public. In other competitive businesses, such 
activity would be illegal. 
Evaluation of Need for Bate Increases 
Between FY 84-85 and FY 86-87, PSC approved 249 (95%) of 262 motor carrier 
requests for rate increases without determining the carriers' need for these 
increases. These carriers did not present financial data to the Commission to 
justify an increase. In addition, of the 13 presenting financial data, PSC did 
not audit 7 to verify the data submitted. Only 2 of the 262 requests were 
denied. The following are examples of justifications submitted by carriers: 
One carrier stated that, "Due to our overall increase in operating costs, 
we feel the need to request these increases." The increases were granted. 
A bus company requested and was granted a "holiday surcharge" without 
justifying the financial need for the additional revenue. 
A company requested and received a rate increase without stating a reason 
the increase was needed. 
Motor carriers requesting rate increases have not been required to submit 
justification unless so ordered by PSC. Certified financial statements or 
financial records, balance sheets, profit loss statements, accountant reports, 
or other relevant information has not been required to be submitted. 
PSC Regulation 103-191 states that motor carrier rates established by PSC 
shall be just and reasonable. Regulation 103-194 allows PSC to consider the 
financial need of a motor carrier requesting a rate increase. 
During the course of the audit, PSC management enacted procedures to 
ensure that carriers present financial data to justify a request for a rate 
increase. 
M>tor Carrier Bate Qupeti tion 
Although carriers can collectively establish rates to be charged, they can 
offer discounts from established rates. The discounts must be filed and 
approved by PSC. PSC staff stated that carriers will offer certain shippers 
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d i s c o u n t s  i n  o r d e r  t o  o b t a i n  a n d  k e e p  f a v o r a b l e  b u s i n e s s .  C u s t o m e r s  n o t  
p r o v i d e d  t h e  d i s c o u n t s  a r e  c h a r g e d  t h e  h i g h e r  r a t e s  o n  f i l e .  P r i c e  
d i s c o u n t i n g  i s  a  m a n n e r  i n  w h i c h  m o t o r  c a r r i e r s  a r e  c o m p e t i n g  w i t h i n  a n  
e c o n o m i c a l l y  r e g u l a t e d  s y s t e m .  
F r o m  F Y  8 4 - 8 5  t o  F Y  8 6 - 8 7 ,  o v e r  4 0 0  r a t e  d i s c o u n t s  w e r e  f i l e d  b y  a  r a t e  
b u r e a u  a n d  a p p r o v e d  b y  P S C .  H o w e v e r ,  t h e r e  h a s  b e e n  n o  d e t e r m i n a t i o n  o f  t h e  
e f f e c t  d i s c o u n t i n g  h a s  o n  s h i p p e r s  p a y i n g  t h e  f u l l  p r i c e .  T h e s e  s h i p p e r s  c o u l d  
b e  s u b s i d i z i n g  c a r r i e r s  w h o  a r e  p r o v i d i n g  d i s c o u n t s  t o  f a v o r e d  c u s t o m e r s .  F r e e  
m a r k e t  c o m p e t i t i o n  w o u l d  a l l o w  c a r r i e r s  t o  c h a r g e  d i s c o u n t e d  r a t e s  w i t h o u t  P S C  
o v e r s i g h t .  
Q i i d e l i n e s  f o r  D e t e m d n i n g  l ' t i ) t o r  C a r r i e r  B a t e s  
P S C  h a s  n o  w r i t t e n  g u i d e l i n e s  t o  b e  u s e d  w h e n  d e t e r m i n i n g  a  m o t o r  
c a r r i e r ' s  a l l o w a b l e  c o s t s  f o r  r a t e m a k i n g  p u r p o s e s .  C o m m i s s i o n  s t a f f  a n d  
a u d i t o r s  a r e  w i t h o u t  g u i d e l i n e s  t o  d e t e r m i n e  r e a s o n a b l e  a l l o w a b l e  c o s t s  w h i c h  
c a n  b e  i n c l u d e d  i n  a  c a r r i e r ' s  r a t e  b a s e .  T h e  C o m m i s s i o n  h a s  n o  w r i t t e n  
g u i d e l i n e s  p e r t a i n i n g  t o  e q u i p m e n t  d e p r e c i a t i o n  s c h e d u l e s ,  p r o f i t  s h a r i n g  
p l a n s ,  a n d  o t h e r  i t e m s  a l l o w a b l e  i n  a  c a r r i e r ' s  r a t e  b a s e .  I n  p r e v i o u s  
a u d i t s ,  P S C  a u d i t o r s  h a v e  d i s a l l o w e d  e x p e n s e s  s u c h  a s  c l u b  d u e s ,  
c o n t r i b u t i o n s ,  p e n a l t i e s ,  a n d  p r o f i t  s h a r i n g .  
A  1 9 7 8  j o i n t  l e g i s l a t i v e  s t u d y  c o m m i t t e e  r e c o m m e n d e d  t h a t  P S C  f o r m u l a t e  
g u i d e l i n e s  f o r  a u d i t o r s  t o  f o l l o w  w h e n  c o n d u c t i n g  f i n a n c i a l  a u d i t s  o n  m o t o r  
c a r r i e r s .  A  1 9 8 2  A u d i t  C o u n c i l  r e p o r t  r e c o m m e n d e d  P S C  s e t  r a t e s  b a s e d  o n  
d e f i n e d  r e a s o n a b l e  c o s t s .  
W i t h o u t  a l l o w a b l e  c o s t  g u i d e l i n e s ,  t h e  C o m m i s s i o n  h a s  l e s s  a s s u r a n c e  t h a t  
m o t o r  c a r r i e r s '  r a t e s  a r e  d e t e r m i n e d  i n  a n  e q u i t a b l e  m a n n e r .  F u r t h e r ,  t h e r e  i s  
l e s s  u n i f o r m i t y  i n  t h e  p e r f o r m a n c e  o f  a u d i t s .  A c c o r d i n g  t o  P S C ,  a u d i t o r s  
p r i m a r i l y  u s e  t h e i r  j u d g e m e n t  t o  d e t e r m i n e  a l l o w a b l e  c o s t s .  
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Oversight of Motor Carriers 
PSC is responsible for reviewing motor carrier operations to ensure that 
carriers are operating in compliance with PSC rules, regulations and orders. 
These reviews examine and verify, in part, that carriers are charging correct 
shipping rates and ensure that carriers are operating within their scope of 
authority. Although the Audit Council cited problems with compliance reviews 
in its 1982 report, many of the same problems still exist. 
Lack of Regular Reviews 
PSC has not developed a method to ensure that all motor carriers are 
reviewed on a regular basis. The agency has no system or criteria for 
scheduling compliance reviews. There is no consideration given to the size or 
location of the carrier. 
In addition, the number of audits performed by PSC compliance auditors has 
declined significantly. In 1980, PSC conducted over 400 compliance audits. 
However, for 3 years, FY 84-85 through FY 86-87, 82 (7%) of the 1,243 carriers 
were audited (see Table 2). Based on work performed over the past three years, 
it would take PSC approximately 46 years to review each carrier's operation one 
time. 
TABLE 2 
TRARSPORTATIOB COMPLIANCE AUDITS 
FY 84-85 TBROUGB FY 86-87 
Fiseal Year 
84-85 
85-86 
86-87 
TOTAL 
Ru•ber of Audits 
31 
18 
33 
82 
Source: Public Service Commission Records. 
PSC has-three auditors responsible for conducting compliance audits of 
motor carriers. PSC officials stated that an average audit takes one day to 
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p e r f o r m .  I f  e a c h  a u d i t o r  c o n d u c t e d  t w o  c o m p l i a n c e  a u d i t s  p e r  w e e k ,  
a p p r o x i m a t e l y  3 0 0  a n n u a l l y  c o u l d  b e  p e r f o r m e d .  
A c c o r d i n g  t o  P S C ' s  A c t i n g  E x e c u t i v e  D i r e c t o r ,  a u d i t o r s  s h o u l d  b e  
c o n d u c t i n g  m o r e  c o m p l i a n c e  a u d i t s .  R e c e n t l y ,  h o w e v e r ,  t h e  e m p h a s i s  h a s  b e e n  t o  
c o n d u c t  i n s p e c t i o n s  o n  o t h e r  r e g u l a t e d  u t i l i t i e s .  A c c o r d i n g  t o  P S C ,  t h e  a g e n c y  
h a s  i n c r e a s e d  i t s  g o a l  t o  3 0 0  a u d i t s  a n n u a l l y .  
P t b t o r  C a r r i e r  O v e : r c b a r g e s  
P S C  h a s  n o t  r e q u i r e d  m o t o r  c a r r i e r s  t o  r e f u n d  t o  c u s t o m e r s  r a t e  
o v e r c h a r g e s  t h a t  w e r e  d i s c o v e r e d  d u r i n g  c o m p l i a n c e  a u d i t s  b y  P S C  a u d i t o r s .  T h e  
A u d i t  C o u n c i l  f o u n d  s e v e n  c a s e s  i n  t h e  8 2  a u d i t s  e x a m i n e d  w h e r e  o v e r c h a r g e s  
w e r e  n o t  r e f u n d e d  t o  c u s t o m e r s .  P S C  c o u l d  h a v e  i s s u e d  f i n e s  o f  u p  t o  $ 1 0 0  f o r  
e a c h  o v e r c h a r g e ,  b u t  h a s  n o t  d o n e  s o .  
N o  F o l l O I I ' " " l : P  o f  A u d i t s  
P S C  h a s  n o t  p e r f o r m e d  f o l l o w - u p  r e v i e w s  t o  e n s u r e  t h a t  m o t o r  c a r r i e r s  a r e  
c o r r e c t i n g  p r o b l e m s  c i t e d  b y  t h e  c o m p l i a n c e  a u d i t s .  A s  a  r e s u l t ,  P S C  h a s  l e s s  
a s s u r a n c e  t h a t  c a r r i e r s  a r e  a b i d i n g  b y  s t a t e  l a w s  a n d  r e g u l a t i o n s .  
F o r  e x a m p l e ,  i n  1 9 8 5 ,  o n e  c a r r i e r  w a s  a u d i t e d  b y  P S C  a n d  r e s u l t s  i n d i c a t e d  
r a t e  v i o l a t i o n s  "  • • •  s o  e x t e n s i v e  t h e  s t a f f  r e c o m m e n d s  t h a t  a c t i o n  b e  t a k e n  
a g a i n s t  t h e  c a r r i e r  t o  e n s u r e  p r o p e r  u s e  o f  r a t e s  a n d  s e t t l e m e n t s  • • • •  "  
H o w e v e r ,  t h e r e  i s  n o  e v i d e n c e  t h a t  a n y  a c t i o n  w a s  t a k e n  a g a i n s t  t h i s  c a r r i e r .  
A l s o ,  P S C  a u d i t o r s  r e c o m m e n d e d  f o l l o w - u p  r e v i e w s  f o r  t w o  o t h e r  c a r r i e r s .  T h e r e  
i s  n o  e v i d e n c e  t h e  r e v i e w s  w e r e  c o n d u c t e d .  
W h e n  P S C  d o e s  n o t  f o l l o w - u p  o n  r e c o m m e n d a t i o n s  m a d e  i n  a u d i t s ,  m o t o r  
c a r r i e r s  h a v e  l e s s  i n c e n t i v e  t o  a d h e r e  t o  s t a t e  l a w s  a n d  r e g u l a t i o n s .  A l s o ,  
P S C  c a n n o t  e n s u r e  t h a t  t h e  p u b l i c  i s  b e i n g  p r o t e c t e d  f r o m  i m p r o p e r  r a t e s  
c h a r g e d  b y  c a r r i e r s .  
t n c a m p l e t e  A u d i t s  
M a n a g e m e n t  h a s  n o t  e n s u r e d  t h a t  a u d i t s  p e r f o r m e d  b y  P S C  a u d i t o r s  a r e  
c o m p l e t e .  I n  1 9 8 6 ,  P S C  d e v e l o p e d  a  s t a n d a r d  c h e c k l i s t  f o r  a u d i t o r s  t o  c o m p l e t e  
w h e n  r e v i e w i n g  c a r r i e r s .  H o w e v e r ,  2 3  ( 5 3 % )  o f  4 3  a u d i t s  c o n d u c t e d  s i n c e  1 9 8 6  
w e r e  n o t  c o m p l e t e d .  F o r  e x a m p l e ,  s o m e  a u d i t o r s  d i d  n o t  c o m p l e t e  t h e  a u d i t  
c h e c k l i s t .  S o m e  a u d i t s  l a c k e d  d o c u m e n t a t i o n  t o  s u p p o r t  t h e  a u d i t o r ' s  w o r k .  
1 9  
The United States Comptroller General's Audit Standards have identified 
the need for collection and retention of working papers during reviews or 
audits of an agency's activities. These standards include: 
Sufficient, competent and relevant evidence is to be obtained to 
afford a reasonable basis for the auditors' judgments and conclusions 
regarding the organization, program, activity, or function under 
audit. A written record of the auditors' work shall be retained in 
the form of working papers. 
Incomplete audits result in less oversight of carriers and enforcement of 
motor carrier laws. 
l'fbtor Olrriers q,erating Without Authority 
PSC has not enforced statutes pertaining to motor carriers found operating 
without PSC authority. As a result, nonregulated carriers are able to operate 
and compete with regulated carriers. PSC has not imposed fines required by 
law when a motor carrier is cited more than once for operating without PSC 
authority. For example: 
One motor carrier without PSC authority was found carrying freight 5 times 
in 17 months in 1986 and 1987. For the third, fourth, and fifth offenses, 
penalties of at least $3,000 were required to be assessed for these 
offenses, but only "first offense'' penalties of $330 were assessed. 
Additionally, the carrier continued to advertise his services in the phone 
book. 
In 1986, one motor carrier without PSC authority was detected carrying 
freight three times in three months. The carrier was not charged with a 
second or third offense as required by law. 
In addition, PSC has not attempted in all cases to deter unauthorized motor 
carrier operations that advertise to the public. For example: 
One carrier operating without PSC authority advertised his services in the 
phone book. In February 1987, a competing carrier requested that PSC take 
enforcement action against this carrier, but ten months later, no action 
had been taken by PSC. 
One carrier, who has been found operating without PSC authority at least 
five times, continues to advertise his services. No action has been 
taken. 
Section 58-23-40 of the South Carolina Code of Laws requires motor 
carriers to obtain a PSC certificate of authority before operating for 
compensation on South Carolina highways. Also, §58-23-80 was amended in March 
1985 to strengthen penalties for multiple offenses. Persons found guilty of a 
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s e c o n d  o f f e n s e  m u s t  b e  f i n e d  a t  l e a s t  $ 5 0 0  a n d  p e r s o n s  f o u n d  g u i l t y  o f  a  t h i r d  
o f f e n s e  m u s t  b e  f i n e d  a t  l e a s t  $ 1 , 0 0 0 .  I n  a d d i t i o n ,  a c c o r d i n g  t o  a  1 9 8 4  
A t t o r n e y  G e n e r a l ' s  O p i n i o n ,  P S C  c a n  i n v e s t i g a t e  a n y  m o t o r  c a r r i e r  t o  d e t e r m i n e  
t h e  p r o p r i e t y  o f  i t s  o p e r a t i o n s .  
R e g u l a t e d  m o t o r  c a r r i e r s  a r e  n o t  b e i n g  t r e a t e d  e q u i t a b l y  w h e n  u n l i c e n s e d  
m o t o r  c a r r i e r s  a r e  a l l o w e d  t o  o p e r a t e .  A l s o ,  t h e  s t a t e  i s  l o s i n g  r e v e n u e  
g e n e r a t e d  f r o m  r e g u l a t o r y  f e e s .  P S C  o f f i c i a l s  i n f o r m e d  t h e  A u d i t  C o u n c i l  t h e y  
h a v e  b e g u n  t o  e n f o r c e  s e c o n d  a n d  t h i r d  o f f e n s e s  o f  i l l e g a l  m o t o r  c a r r i e r s .  
F u r t h e r ,  t h e y  w o u l d  i n v e s t i g a t e  a d v e r t i s e m e n t s  i n  t h e  p h o n e  b o o k s .  
R e g u l a t o r y  I n s p e c t i o n s  
P S C  h a s  n o t  e s t a b l i s h e d  p r o d u c t i v i t y  s t a n d a r d s  o r  g o a l s  f o r  i t s  2 5  
r e g u l a t o r y  i n s p e c t o r s .  T h e s e  i n s p e c t o r s  c h e c k  c a r r i e r s  f o r  c o m p l i a n c e  w i t h  P S C  
e c o n o m i c  r e g u l a t i o n s .  A c c o r d i n g  t o  P S C  m a n a g e m e n t ,  a l l  t h a t  i s  r e q u i r e d  o f  
r e g u l a t o r y  i n s p e c t o r s  i s  a  d a i l y  s i x - h o u r  r o a d  p a t r o l .  T h e r e  a r e  n o  
r e q u i r e m e n t s  t h a t  a  c e r t a i n  n u m b e r  o f  t r u c k s  b e  i n s p e c t e d  e a c h  w e e k  o r  e a c h  
m o n t h .  
P S C  r e g u l a t o r y  i n s p e c t o r s  p e r f o r m  i n s p e c t i o n s  o f  m o t o r  c a r r i e r s  t o  e n s u r e  
c o m p l i a n c e  w i t h  a l l  r e g u l a t o r y  r e q u i r e m e n t s .  F o r  e x a m p l e ,  i n s p e c t o r s  c h e c k  f o r  
p r o o f  t h a t  a  m o t o r  c a r r i e r  h a s  P S C  o p e r a t i n g  a u t h o r i t y ,  i s  p r o p e r l y  l i c e n s e d ,  
a n d  i s  p r o p e r l y  m a r k e d .  C a r r i e r s  c a n  b e  f i n e d  w h e n  n o n c o m p l i a n c e  i s  f o u n d .  
T h e  A u d i t  C o u n c i l  e x a m i n e d  t h e  n u m b e r  o f  c i t a t i o n s  i s s u e d  b y  t h e  
r e g u l a t o r y  i n s p e c t o r s .  F r o m  F Y  8 4 - 8 5  t h r o u g h  F Y  8 6 - 8 7 ,  t h e  t h r e e  i n s p e c t o r s  
w i t h  t h e  h i g h e s t  r e p o r t e d  c i t a t i o n s  a v e r a g e d  3 5 7  r e g u l a t o r y  c i t a t i o n s .  I n  
c o n t r a s t ,  t h e  t h r e e  i n s p e c t o r s  w i t h  t h e  l o w e s t  n u m b e r  a v e r a g e d  7 9  c i t a t i o n s .  
( P S C  d o e s  n o t  m a i n t a i n  r e c o r d s  t o  i n d i c a t e  t h e  t o t a l  n u m b e r  o f  t r u c k s  i n s p e c t e d  
b y  r e g u l a t o r y  i n s p e c t o r s . )  
P r o d u c t i v i t y  s t a n d a r d s  w o u l d  h e l p  m a n a g e m e n t  e n s u r e  t h a t  a  m i n i m a l  n u m b e r  
o f  r e g u l a t o r y  i n s p e c t i o n s  a r e  c o n d u c t e d .  F o r  e x a m p l e ,  P S C  m a n a g e m e n t ' s  g o a l  
f o r  s a f e t y  i n s p e c t o r s  i s  6 0  i n s p e c t i o n s  p e r  m o n t h .  
W i t h o u t  p r o d u c t i v i t y  s t a n d a r d s ,  r e g u l a t o r y  i n s p e c t o r s  d o  n o t  k n o w  t h e  
a m o u n t  o f  w o r k  t h a t  i s  e x p e c t e d .  A l s o ,  P S C  h a s  l e s s  a s s u r a n c e  t h a t  i n s p e c t o r s  
a r e  p r o d u c i n g  a  m i n i m a l  l e v e l  o f  w o r k .  I n  a d d i t i o n ,  P S C  c a n n o t  a c c u r a t e l y  
c o m p a r e  l e v e l s  o f  w o r k  b e t w e e n  i n s p e c t o r s  o r  b e t w e e n  d i s t r i c t s .  
2 1  
Weekeul and After-Hour Inspections 
PSC has no plan or schedule to ensure that regulatory and safety 
inspectors perform "after hour" (from 5:00 p.m. to 8:00 a.m.) and weekend road 
checks. Of the 1,664 "after hour" and weekend shifts available in FY 85-86 and 
FY 86-87, only 53 (3%) were worked by PSC inspectors. As a result, PSC 
inspectors are primarily conducting inspections during normal working hours 
rather than varying their schedules to monitor unregulated traffic and unsafe 
trucks. 
PSC safety inspectors are required by the terms of their federal grant to 
perform at least 25% of their inspections during other-than-normal hours. 
Regulatory inspectors are not required by management to perform a designated 
amount of after-hour or weekend inspections. 
When PSC inspectors work normal business hours, unlicensed and unsafe 
motor carriers can adjust their schedules to by-pass inspection stations. 
1.\btor Olrriers ~rating Wi tbou.t Insurance 
PSC has allowed motor carriers and taxicabs to operate without liability 
or cargo insurance. In November 1987, the Council examined records of 84 
carriers whose insurance was cancelled. PSC records indicate that of these 84 
carriers, 31 (37%) did not have insurance for 1 or more years and 34 (40%) 
went from 6 to 12 months without coverage. The remaining 19 companies were 
uninsured for less than 6 months. 
Below are examples of carriers without insurance: 
One insurance company notified PSC in October 1985 that a carrier's 
insurance would be cancelled on November 15, 1985. PSC then notified 
their inspectors in that region of the insurance cancellation. PSC took 
no action, allowing the carrier to operate for two years without 
insurance. 
One carrier's insurance was cancelled in September 1985. However, PSC 
took no action against the carrier until November 1987. 
PSC did not take formal action against the 84 carriers until November 24, 
1987. In addition, there is no evidence that these companies were fined as 
required by law. 
Section 58-23-910 and Regulation 103-175 both require PSC to ensure that 
carriers keep insurance in full force and effect. Failure to do so is cause 
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f o r  i m m e d i a t e  r e v o c a t i o n  o f  t h e i r  c e r t i f i c a t e s  o f  a u t h o r i t y .  S e c t i o n  5 8 - 2 3 - 9 2 0  
r e q u i r e s  P S C  t o  f i n e  a  c a r r i e r  a t  l e a s t  $ 1 0 0  f o r  n o t  h a v i n g  p r o p e r  i n s u r a n c e .  
P S C  h a s  a l l o w e d  c a r r i e r s  t o  o p e r a t e  w i t h o u t  i n s u r a n c e  b e c a u s e  p r o m p t  
a c t i o n  i s  n o t  t a k e n  w h e n  P S C  d i s c o v e r s  n o n c o m p l i a n c e .  P S C  p e r i o d i c a l l y  r e v i e w s  
i t s  r e c o r d s  o f  c a r r i e r s  w i t h o u t  i n s u r a n c e  a n d  n o t i f i e s  c a r r i e r s  t h e y  a r e  o u t  o f  
c o m p l i a n c e  w i t h  s t a t e  l a w .  H o w e v e r ,  i f  t h e  c a r r i e r s  d o  n o t  o b t a i n  i n s u r a n c e ,  
t h e i r  c e r t i f i c a t e s  t o  c o n d u c t  b u s i n e s s  a r e  r e q u i r e d  b y  l a w  t o  b e  r e v o k e d  b y  
P S C .  
M i n f D D D  L i a b i l i t y  B e q a i r a o e n t s  
T h e  m i n i m u m  l i a b i l i t y  i n s u r a n c e  r e q u i r e m e n t s  f o r  m o t o r  c a r r i e r s  a r e  l o w e r  
t h a n  t h o s e  i n  n e i g h b o r i n g  s t a t e s .  A s  a  r e s u l t ,  t h e  p u b l i c  m a y  n o t  b e  f u l l y  
p r o t e c t e d  f r o m  p r o p e r t y  d a m a g e  o r  i n j u r i e s  c a u s e d  b y  m o t o r  c a r r i e r  a c c i d e n t s .  
T h e  f o l l o w i n g  t a b l e  c o m p a r e s  S o u t h  C a r o l i n a ' s  l i a b i l i t y  a n d  p r o p e r t y  
i n s u r a n c e  r e q u i r e m e n t s  t o  t h a t  o f  t w o  n e i g h b o r i n g  s t a t e s  a n d  t h e  I n t e r s t a t e  
C o m m e r c e  C o m m i s s i o n .  
' l ' A B L . I  3  
C O M P A R I S O R  O P  ' l ' B E  I W S U R A R C E  R E Q U I R E M E H ' l ' S  
O F  I C C  A R D  T W O  R E I G B B O R I R G  S ' l ' A ' l ' E S  
S t a t e  
S o u t h  C a r o l i n a  
F r e i g h t  
P a s s e n g e r  
N o r t h  C a r o l i n a  
F r e i g h t  
P a s s e n g e r  
G e o r g i a  
F r e i g h t  
P a s s e n g e r  
I C C  
F r e i g h t  
P a s s e n g e r  
L i a b i l i t z .  
$ 2 5 , 0 0 0  - $ 1 0 0 , 0 0 0  
$ 1 5 , 0 0 0  - $ 1 1 0 , 0 0 0  
$ 1 0 0 , 0 0 0  - $ 3 0 0 , 0 0 0  
$ 1 , 5 0 0 , 0 0 0 - $ 5 , 0 0 0 , 0 0 0 ( 1 )  
$ 1 0 0 , 0 0 0  - $ 3 0 0 , 0 0 0  
$ 1 0 0 , 0 0 0  -
$ 5 0 0 , 0 0 0  
$ 7 5 0 , 0 0 0  - $ 5 , 0 0 0 , 0 0 0 ( 1 )  
$ 1 , 5 0 0 , 0 0 0  - $ 5 , 0 0 0 , 0 0 0 ( 1 )  
P r o p e r t y  
$ 1 0 , 0 0 0  
$  5 , 0 0 0  
$ 5 0 , 0 0 0  
$ 5 0 , 0 0 0  
$ 5 0 , 0 0 0  
( ! ) C o m b i n e d  s i n g l e  l i m i t  w h i c h  i n c l u d e s  l i a b i l i t y  p l u s  p r o p e r t y  
i n s u r a n c e .  
S o u r c e :  A u d i t  C o u n c i l  s u r v e y .  
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In 1982, the Audit Council recommended that PSC raise minimum liability 
insurance requirements. In addition, Regulation 103-170 requires motor 
carriers to have insurance which will cover personal injury, death, property 
loss or damage. 
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M o t o r  C a r r i e r  S a f e t y  P r o g r a m  
T h e  t r u c k  s a f e t y  i n s p e c t i o n  p r o g r a m  i n  S o u t h  C a r o l i n a  c o u l d  b e  i m p r o v e d .  
T h e  S o u t h  C a r o l i n a  D e p a r t m e n t  o f  H i g h w a y s  a n d  P u b l i c  T r a n s p o r t a t i o n  ( S C D H P T )  
a n d  P S C  d o  n o t  h a v e  a  c o o r d i n a t e d  p l a n  t o  d e t e c t  u n s a f e  t r u c k  o p e r a t i o n s ,  
a l t h o u g h  b o t h  a g e n c i e s  p e r f o r m  t r u c k  s a f e t y  i n s p e c t i o n s .  A l s o ,  P S C  h a s  t h e  
l o w e s t  n u m b e r  o f  s a f e t y  i n s p e c t o r s  o f  f i v e  s o u t h e a s t e r n  s t a t e s  s u r v e y e d ,  a n d  
h a s  n o t  t a k e n  a d v a n t a g e  o f  a v a i l a b l e  f e d e r a l  f u n d s  f o r  t h e  s a f e t y  p r o g r a m .  
S a f e t y  I D s p e c t o r s  W r a . w t  
P S C  e m p l o y s  1 0  i n s p e c t o r s  t o  p e r f o r m  s a f e t y  c h e c k s  o n  m o t o r  c a r r i e r s  
o p e r a t i n g  i n  t h e  s t a t e ,  t h e  l o w e s t  o f  t h e  n e i g h b o r i n g  s t a t e s  ( s e e  T a b l e  4 ) .  
A c c o r d i n g  t o  a  f e d e r a l  o f f i c i a l ,  t h e  s t a t e  d o e s  n o t  h a v e  t h e  n u m b e r  o f  
i n s p e c t o r s  n e e d e d  t o  p o l i c e  u n s a f e  t r u c k  t r a f f i c .  
T A B L E  4  
B U K B E I  O P  S A F E T Y  I N S P E C T O R S  
S c a c e  
T e n n e s s e e  
F l o r i d a  
I B  P I V E  R E I G B B O I I B G  S T A T E S  
N o r t h  C a r o l i n a  
A l a b a m a  
G e o r g i a  
S o u t h  C a r o l i n a  
S o u r c e :  A u d i t  C o u n c i l  s u r v e y .  
I n s p e c c o r s  
1 0 6  
7 1  
5 2  
3 7  
3 3  
1 0  
P S C ' s  1 0  i n s p e c t o r s  p e r f o r m e d  5 , 6 3 4  t r u c k  i n s p e c t i o n s  i n  f e d e r a l  F Y  8 6 - 8 7 .  
A l m o s t  5 0 %  o f  t h e s e  t r u c k s  w e r e  p l a c e d  o u t - o f - s e r v i c e  f o r  o p e r a t i n g  a n  u n s a f e  
t r u c k  o n  t h e  s t a t e ' s  h i g h w a y s .  A c c o r d i n g  t o  t h e  F e d e r a l  H i g h w a y  
A d m i n i s t r a t i o n ,  t h e  q u a l i t y  o f  i n s p e c t i o n s  i s  a d e q u a t e ,  b u t  m o r e  i n s p e c t o r s  a r e  
n e e d e d .  
T h e  T e n n e s s e e  S a f e t y  P r o g r a m  h a s  b e e n  r e c o g n i z e d  a s  o n e  o f  t h e  l e a d i n g  
p r o g r a m s  i n  t h e  c o u n t r y .  T e n n e s s e e  h a s  1 0 6  s a f e t y  i n s p e c t o r s  w h o  c o n d u c t e d  
o v e r  8 0 , 0 0 0  i n s p e c t i o n s  i n  1 9 8 6 .  O v e r  6 0 %  o f  t h e s e  v e h i c l e s  w e r e  p l a c e d  
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out-of-service. This program also checks motor carrier drivers for alcohol and 
drug use. South Carolina's program does not check drivers for alcohol or drug 
use and does not perform on-site carrier inspections. 
Federal Grant Progran Could Fund Additional Inspectors 
PSC has not taken advantage of all the federal funds available for its 
truck safety program. PSC participates in the Motor Carrier Safety Assistance 
Program (MCSAP) whereby the federal government pays for 80% of all costs 
associated with a safety program. For federal FY 86-87, PSC was eligible for 
over $300,000 to assist their safety program. However, PSC asked for and 
received $124,000 from the federal government but spent only $90,000. For 
federal FY 87-88, PSC is eligible for over $600,000 in assistance but projects 
spending approximately $260,000. When PSC does not use all of its federal 
funds, other states will receive these funds. 
]))plication of Safety EoforcEIIJellt 
PSC and the South Carolina Department of Highways and Public 
Transportation enforce certain truck safety laws. Both agencies inspect trucks 
operating on state highways to determine if they meet safety laws, although 
SCDHPT officers do not inspect "underneath" trucks. One agency could better 
coordinate and perform all truck safety inspections (seep. 30). 
PSC's 10 safety inspectors perform an inspection on a truck which includes 
approximately 75 points. PSC has been designated by the Governor's Office as 
the agency to enforce the federally funded safety enforcement program. The 
SCDHPT Size and Weight Enforcement Division inspects trucks primarily for 
weight, height, length, and width requirements. However, they also check 
tires, lights, and brakes to ensure they are in safe operating condition. In 
addition, the agencies have conducted their inspections at different locations. 
Therefore, a truck could be inspected by one agency, drive down the highway and 
be inspected again by another agency. If inspection functions were 
transferred to the SCDHPT, the complete, 75-point inspection would be conducted 
only by the SCDHPT. 
In 1977, a private consultant recommended that inspection functions be 
transferred to the South Carolina Department of Highways and Public 
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T r a n s p o r t a t i o n .  A l s o ,  i n  1 9 8 2 ,  t h e  A u d i t  C o u n c i l  r e c o m m e n d e d  t h e  t r a n s f e r  o f  
e n f o r c e m e n t  f u n c t i o n s .  
F i n e  S t r u c t u r e  
T h e  l e v e l  o f  P S C ' s  f i n e s  c o u l d  b e  i n c r e a s e d  i n  o r d e r  t o  d e t e r  u n s a f e  t r u c k  
o p e r a t i o n s .  S a f e t y  f i n e s  r a n g e  f r o m  $ 4 5  t o  $ 1 1 0  a n d  a r e  i m p o s e d  a t  t h e  
d i s c r e t i o n  o f  t h e  i n s p e c t o r .  T h e r e  i s  n o  i n c r e a s i n g  f i n e  f o r  s e c o n d  a n d  t h i r d  
o f f e n s e s .  F o r  e x a m p l e ,  a  m o t o r  c a r r i e r  f o u n d  o p e r a t i n g  a  t r u c k  w i t h o u t  
a d e q u a t e  b r a k e s  f o r  t h e  t h i r d  t i m e  m i g h t  o n l y  b e  f i n e d  $ 4 5 .  
I n  c o n t r a s t ,  P S C ' s  r e g u l a t o r y  f i n e s  r e q u i r e  t h a t  l a r g e r  p e n a l t i e s  b e  
i m p o s e d  f o r  r e p e a t  o f f e n s e s .  S e c t i o n  5 8 - 2 3 - 8 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  
L a w s  a u t h o r i z e s  P S C  r e g u l a t o r y  i n s p e c t o r s  t o  c h a r g e  $ 1 0 0  f o r  a  f i r s t  o f f e n s e  o f  
o p e r a t i n g  w i t h o u t  a u t h o r i t y  a n d  a t  l e a s t  $ 5 0 0  f o r  a  s e c o n d  o f f e n s e .  A  t h i r d  
o f f e n s e  r e q u i r e s  a  f i n e  o f  a t  l e a s t  $ 1 , 0 0 0  a n d  u p  t o  3 0  d a y s  i m p r i s o n m e n t .  
W i t h o u t  l a r g e r  p e n a l t i e s  a n d  p r o v i s i o n s  f o r  r e p e a t  o f f e n d e r s ,  m o t o r  
c a r r i e r s  w i l l  h a v e  l e s s  i n c e n t i v e  t o  c o m p l y  w i t h  s t a t e  a n d  f e d e r a l  s a f e t y  l a w s .  
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Economic Regulation: Major Issues 
Trucking regulation at the federal level began in order to help protect 
the railroads from the trucking industry. It also was designed to support the 
trucking industry by restricting competition during the depression of the 
1930s. The following arguments for continued regulation of trucking were 
analyzed. 
Loss of Service to &mlll Oa111wnd ties 
Proponents of continued regulation contend that regulation forces motor 
carriers to serve small communities. They contend that regulation forces 
carriers to serve unprofitable small communities, and losses are made up 
through more profitable routes. This service would be lost under economic 
deregulation. 
According to the FTC staff analysis, "Empirical studies in other states 
suggest that South Carolina's small communities will not lose service because 
of trucking deregulation." Recent studies of deregulated states indicate that 
service has improved or remained the same in small towns and shippers are 
satisfied with deregulation. An Interstate Commerce Commission (ICC) study 
indicated that small communities' shipping rates were never subsidized by more 
profitable routes. In addition, there is no evidence that PSC has had to force 
carriers to serve small towns in South Carolina. 
Destructive Price Qupetition 
Proponents of continued regulation argue that deregulation would result in 
"cutthroat" and predatory pricing. Larger companies could drive smaller ones 
out of business over time by decreasing prices to a very low level, then 
raising prices when other companies are put out of business. 
In February 1987, the United States General Accounting Office, the Motor 
Carrier Ratemaking Study Commission, the ICC, and the Justice Department 
concluded that predatory pricing is unlikely to occur due to deregulation. 
Also, there is no evidence of predatory pricing in markets that have 
deregulated. Because trucking is not a natural monopoly, predatory pricing 
could not be sustained. If a predator drove companies out of business, other 
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c o m p a n i e s  w o u l d  e n t e r  t h e  m a r k e t  w h e n  t h e  p r e d a t o r  i n c r e a s e d  r a t e s  t o  b e c o m e  
p r o f i t a b l e .  
I n  a d d i t i o n ,  t h e  C o u n c i l  f o u n d  t h a t  p r e d a t o r y  p r i c i n g ,  i f  i t  w e r e  l i k e l y ,  
c o u l d  o c c u r  w i t h  P S C  r e g u l a t i o n .  T h i s  i s  b e c a u s e  c a r r i e r s  a r e  n o w  a b l e  t o  
r e d u c e  r a t e s  t o  a n y  l e v e l  d e s i r e d  w i t h o u t  P S C  s c r u t i n y  ( s e e p .  1 6 ) .  
~~~Mcy 
A n o t h e r  a r g u m e n t  a g a i n s t  d e r e g u l a t i o n  i s  t h a t  i t  w i l l  a d v e r s e l y  a f f e c t  
t r u c k i n g  s a f e t y .  P r o p o n e n t s  o f  r e g u l a t i o n  a r g u e  t h a t  c a r r i e r s '  p r o f i t s  w i l l  
d e c l i n e ,  a n d  t h a t  s a f e t y  w i l l  b e  s e c o n d a r y .  I t  i s  a r g u e d  t h a t  c a r r i e r s  w i l l  
n o t  s p e n d  r e s o u r c e s  t o  k e e p  t r u c k s  w e l l  m a i n t a i n e d  a n d  i n  s a f e  w o r k i n g  o r d e r .  
A c c o r d i n g  t o  c o m m e n t s  f r o m  t h e  F T C ,  r e c e n t  s t u d i e s  h a v e  c o n c l u d e d  t h a t  
e c o n o m i c  d e r e g u l a t i o n  a t  t h e  f e d e r a l  l e v e l  a n d  i n  o t h e r  s t a t e s  h a s  n o t  a f f e c t e d  
t r u c k  s a f e t y .  T h e s e  s t u d i e s  h a v e  f o u n d  n o  c o n n e c t i o n  b e t w e e n  n e t  o p e r a t i n g  
i n c o m e  a n d  a c c i d e n t  r a t e s  a s  w o u l d  b e  e x p e c t e d  i f  m o r e  i n t e n s e  c o m p e t i t i o n  
r e d u c e d  s a f e t y .  
P S C  p l a c e s  m o r e  e m p h a s i s  o n  e c o n o m i c  r e g u l a t i o n  t h a n  s a f e t y  r e g u l a t i o n .  
T e n  i n s p e c t o r s  a r e  a s s i g n e d  t h e  t a s k  o f  c o n d u c t i n g  t r u c k  s a f e t y  i n s p e c t i o n s ,  
b u t  o v e r  t w e n t y  a r e  r e s p o n s i b l e  f o r  p o l i c i n g  e c o n o m i c  v i o l a t i o n s .  
F e d e r a l  T r a d e  O m o i s s i o n  R x a n j n a t i o n  o f  P S C  
I n  A p r i l  1 9 8 7 ,  t h e  A u d i t  C o u n c i l  r e q u e s t e d  t h e  F e d e r a l  T r a d e  C o m m i s s i o n  t o  
e x a m i n e  P S C ' s  s t a t u t e s ,  r u l e s ,  a n d  r e g u l a t i o n s .  T h e  f o l l o w i n g  s u m m a r i z e s  t h e  
F T C ' s  s t a f f  r e v i e w  o f  t r u c k i n g  r e g u l a t i o n s .  
D u r i n g  r e c e n t  y e a r s ,  t h e  C o m m i s s i o n  s t a f f  h a s  s t u d i e d  t h e  e f f e c t s  o f  
d e r e g u l a t i o n  i n  m a n y  o f  t h e  i n d u s t r i e s  t h a t  i n  S o u t h  C a r o l i n a  a r e  
r e g u l a t e d  b y  t h e  S C P S C .  I n  t h e  t r u c k i n g  i n d u s t r y ,  t h e  F T C  s t a f f  h a s  
f o u n d  t h a t  d e r e g u l a t i o n ,  a t  b o t h  t h e  s t a t e  a n d  f e d e r a l  l e v e l s ,  
b e n e f i t s  c o n s u m e r s .  •  •  •  W e  d o  n o t  b e l i e v e  t h e r e  i s  a n  e c o n o m i c  
j u s t i f i c a t i o n  f o r  s u p p l a n t i n g  c o m p e t i t i o n  w i t h  g o v e r n m e n t  r e g u l a t i o n  
o f  t r u c k i n g .  •  •  •  B y  d e r e g u l a t i n g ,  m a n y  s t a t e s  h a v e  r e a l i z e d  l o w e r  
p r i c e s  a n d  i n c r e a s e d  i n d i v i d u a l i z e d  s e r v i c e s  t h a t  b e t t e r  m e e t  
s h i p p e r s '  n e e d s .  T r u c k i n g  d e r e g u l a t i o n  m a y  e n c o u r a g e  t h e  e n t r y  o f  
n e w  t r u c k i n g  f i r m s  a n d  t h e  f o r m a t i o n  o f  n e w  j o b s .  I t  m a y  e n h a n c e  t h e  
g r o w t h  o p p o r t u n i t i e s  o f  f i r m s  t h a t  t r a n s p o r t  b y  t r u c k  w i t h i n  S o u t h  
C a r o l i n a ,  b y  r e d u c i n g  t h e i r  c o s t s  a n d  i m p r o v i n g  t h e  q u a l i t y  o f  t h e i r  
d i s t r i b u t i o n  s y s t e m s .  [ E m p h a s i s  A d d e d ]  
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Cm.clusian 
Further relaxation of PSC laws pertaining to entry and ratemaking in the 
motor carrier industry would foster competition, free resources to allow for 
more truck safety inspections, and benefit consumers. Other states that have 
relaxed economic regulations report that the trucking industry is competitive 
and service is good. The free market is a better economic regulator of 
trucking than government regulation. Because PSC allows carriers to operate 
much as if the state was already deregulated, further relaxation of economic 
regulation would not be disruptive. PSC relaxed enforcement of economic 
regulation is evidenced by the following: 
PSC has not properly investigated and penalized truckers operating without 
authority. Some companies, without PSC authority to operate, advertise 
their business to the public. 
State transportation officials estimate that up to one-third of intrastate 
trucking is conducted without the required PSC authority. 
PSC rarely patrols the highways after normal working hours or on weekends 
in order to discover and deter unlicensed and unsafe operations. 
Over 95% (249) of the carriers granted rate increases in three years were 
not required to present financial information to justify the need for the 
increase. 
PSC has de-emphasized oversight of carriers. 
of 1,243) of the carriers have been reviewed 
At this rate, it would take approximately 46 
one time. 
In three years, only 7% (82 
for compliance with PSC laws. 
years to review all carriers 
When violations of regulations, such as overcharging consumers, are 
discovered, PSC does not take action against the violators. 
The Council concludes that removing state government's control over 
ratemaking in the trucking industry would be in the public interest. Also, 
removing the entry requirement which.allows PSC to deny applicants entry to 
limit competition is in the public interest. However, maintaining the 
requirement that carriers must prove they are fit, willing and able would help 
ensure that only carriers who maintain safe trucks and safe driving records are 
allowed to operate. Enforcement of this requirement should remain a PSC 
function. 
Strengthening safety enforcement is in the public interest and could be 
financed with 80% federal funds. Strengthening safety enforcement is necessary 
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i f  t h e  G e n e r a l  A s s e m b l y  a l l o w s  m o r e  c o m p e t i t i o n  i n  t h e  m o t o r  c a r r i e r  i n d u s t r y .  
T h e  C o u n c i l  r e c o m m e n d s  t r a n s f e r r i n g  3 4  P S C  i n s p e c t o r  p o s i t i o n s  t o  t h e  S C D H P T  
S i z e  a n d  W e i g h t  E n f o r c e m e n t  D i v i s i o n  t o  h e l p  p e r f o r m  t r u c k  s a f e t y  i n s p e c t i o n s .  
T h e  S C D H P T  s h o u l d  e n s u r e  t h a t  a l l  i n s p e c t o r s  a r e  p r o p e r l y  t r a i n e d  a n d  s h o u l d  
a d o p t  a n d  e n f o r c e  t h e  s a f e t y  r e g u l a t i o n s  w h i c h  a r e  p r e s e n t l y  e n f o r c e d  b y  P S C .  
T h e  S C D H P T  s h o u l d  b e  d e s i g n a t e d  a s  t h e  a g e n c y  t o  a d m i n i s t e r  t h e  m o t o r  c a r r i e r  
s a f e t y  p r o g r a m .  T h i s  m o v e  w o u l d  b e n e f i t  b o t h  a g e n c i e s :  P S C  w o u l d  b e  a b l e  t o  
c o n c e n t r a t e  p r i m a r i l y  o n  t h e  r e g u l a t i o n  o f  u t i l i t i e s .  T h e  S C D H P T  c o u l d  i m p r o v e  
i t s  p a t r o l  o f  t h e  h i g h w a y s .  F u r t h e r ,  t r u c k s  w o u l d  b e n e f i t  i n  t h a t  t h e y  w o u l d  
n o t  b e  s t o p p e d  t w i c e  b y  t h e  t w o  a g e n c i e s  f o r  v a r i o u s  i n s p e c t i o n s .  
T h e  C o u n c i l  a l s o  r e c o m m e n d s  t h a t  t h e  P S C  I n s u r a n c e  D e p a r t m e n t  b e  
t r a n s f e r r e d  t o  t h e  S C D H P T .  T h e  S C D H P T  i s  a l r e a d y  r e s p o n s i b l e  f o r  e n s u r i n g  t h a t  
a l l  t r u c k s  a n d  a u t o m o b i l e s  a r e  p r o p e r l y  i n s u r e d  a n d  c o u l d  t a k e  o n  t h e  f u n c t i o n  
o f  e n s u r i n g  t h a t  c a r r i e r s  h a v e  p r o p e r  c a r g o  i n s u r a n c e .  T h e  r e m a i n i n g  
t r a n s p o r t a t i o n  s t a f f  a t  P S C  s h o u l d  p e r f o r m  t h e  l i c e n s i n g  a n d  r e g i s t r a t i o n  
f u n c t i o n s .  A l s o ,  t h e  s t a f f  w o u l d  a s s i s t  i n  d e t e r m i n i n g  i f  a p p l i c a n t s  a r e  f i t ,  
w i l l i n g  a n d  a b l e  t o  p e r f o r m  t r u c k i n g  s e r v i c e s .  I n  a d d i t i o n ,  t h e  S C D H P T  a n d  P S C  
s h o u l d  c o o r d i n a t e  a c t i v i t i e s  t o  e n s u r e  t h a t  u n s a f e  c a r r i e r s  w i t h  r e p e a t  s a f e t y  
d e f i c i e n c i e s  h a v e  t h e i r  P S C  a u t h o r i t y  t o  o p e r a t e  s u s p e n d e d  o r  r e v o k e d .  
R e c a n n e n d a t  i o n s  
( 1 )  T h e  A u d i t  C o t m c i  1  r e c a n n e n d s  t h a t  t h e  G e n e r a l  A s s E m b l y  c o n s i d e r  
r e m o v i n g  a n t i t r u s t  i m m u n i t y  g r a n t e d  m o t o r  c a r r i e r s  i n  t h e  r a t e m a k i n g  
p r o c e s s  t m d e r  § 5 8 - 2 3 - 1 0 1 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s .  
( 2 )  T h e  A u d i t  C o u n c i  1  r e c a n n e n d s  t h a t  t h e  G e n e r a l  A s s e m b l y  c o n s i d e r  
r e p e a l i n g  t h e  p o r t i o n  o f  § 5 8 - 2 3 - 3 3 0  t h a t  a l l o w s  P S C  t o  d e n y  a n  
a p p l i c a t i o n  i f  t h e  p u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  i s  b e i n g  s e r v e d .  
( a )  T h e  G e n e r a l  A s s e m b l y  s h o u l d  c o n t i n u e  t o  r e q u i r e  P S C  t o  
d e t e n n i n e  i f  a n  a p p l i c a n t  i s  f i t ,  w i l l i n g  a n d  a b l e  t o  
p r o v i d e  t r u c k i n g  s e r v i c e .  C r i t e r i a  t o  d e f i n e  f i t ,  w i l l i n g  
a n d  a b l e  s h o u l d  b e  d e v e l o p e d .  I f  t h e  C o m m i s s i o n  r e s t r i c t s  
o p e r a t i n g  r i g h t s ,  a  p o l i c y  o u t l i n i n g  r e a s o n s  f o r  c a r r i e r  
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restrictions should be developed. The Commission should 
justify any restrictions in writing. 
(b) The General Assembly should consider repealing §58-23-1080 
and applicable regulations requiring PSC to fix or approve 
motor carrier rates. 
(c) The General AssEmbly should consider transferring PSC 
inspector positions to the South Carolina Department of 
Highways and Public Transportation. A designated nmber 
of inspectors should perfonm only safety inspections. The 
remaining inspectors should inspect trucks to ensure they 
are properly licensed and are in compliance with other 
state laws. These positions should be funded with motor 
carrier safety grant funds and other PSC fees. 
(d) The Governor should consider designating the SCDHPr as the 
agency to adninister the federal safety grant progrmn. The 
SCDHPT should apply for all federal funds available to fund 
safety inspectors' positions, equipment, supplies, and 
other i terns. The SOEPI' should be granted authority to 
ensure all trucks registered to operate in South Carolina 
have proper liability and cargo insurance. ICC or 
neighboring states' minirrun insurance requirements should 
be adopted in South Carol ina. PSC Insurance Department 
employees should be transferred to the SCDHPT. 
(e) The SCDHPT should adopt and enforce United States 
Department of Transportation safety regulations. 
(f) Remaining PSC Transportation en:ployees should be 
responsible for licensing, registering, and processing 
applications for motor carriers applying for entry into the 
motor carrier industry. PSC should coordinate with the 
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s a E P T  t o  d e t e r m i n e  w h i c h  c a r r i e r s  h a v e  i n a d e q u a t e  s a f e t y  
r e c o r d s .  
{ g )  P S C  s h o u l d  p r o m u l g a t e  r e g u l a t i o n s  o u t l i n i n g  p e n a l t i e s  t o  b e  
i m p o s e d  a g a i n s t  c a r r i e r s  w i t h  r e p e a t  s a f e t y  d e f i c i e n c i e s .  
T h e s e  p e n a l t i e s  s h o u l d  i n c l u d e  r e v o c a t i o n  o f  P S C  
c e r t i f i c a t e s  f o r  c a r r i e r s  w i t h  s e v e r e  r e p e a t  d e f i c i e n c i e s .  
{ 3 )  I f  t h e  G e n e r a l  A s s e m b l y  c o n t i n u e s  t o  r e q u i r e  m o t o r  c a r r i e r s  t o  m e e t  a  
" p u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y "  t e s t  i n  o r d e r  t o  b e  a u t h o r i z e d  t o  
o p e r a t e ,  t h e  f o l l o w i n g  c h a n g e s  s h o u l d  b e  c o n s i d e r e d .  
{ a )  A l l  P S C  s a f e t y  i n s p e c t o r s  a n d  a  p o r t i o n  o f  t h e  r e g u l a t o r y  
i n s p e c t o r s  s h o u l d  b e  t r a n s f e r r e d  t o  t h e  S C D H P T  t o  p r o v i d e  
f o r  a  m o r e  e f f i c i e n t  t r u c k  s a f e t y  i n s p e c t i o n  p r o g r m n .  T h e  
n e c e s s a r y  f u n d s  s h o u l d  b e  t r a n s f e r r e d  t o  t h e  S C D H P T .  
( b )  T h e  G o v e r n o r  s h o u l d  c o n s i d e r  d e s i g n a t i n g  t h e  S C D H P T  a s  t h e  
s t a t e  a g e n c y  t o  a d m i n i s t e r  t h e  f e d e r a l  m o t o r  c a r r i e r  s a f e t y  
e n f o r c e n e n t  p r o g r m n .  
( c )  T h e  S C D H P T  s h o u l d  a d o p t  a n d  e n f o r c e  U n i t e d  S t a t e s  
D e p a r t m e n t  o f  T r a n s p o r t a t i o n  s a f e t y  r e g u l a t i o n s .  
{ d )  P S C  s h o u l d  e i t h e r  e s t a b l i s h  a  m a x i m u m  r a t e  m o t o r  c a r r i e r s  
c a n  c h a r g e  o r  a l l o w  t h e m  t o  c h a r g e  " z o n e  r a t e s , "  o r  r a t e s  
t h a t  c a n  v a r y  w i t h i n  a  z o n e  w i t h o u t  P S C  o v e r s i g h t .  I f  
m a x i m u m  o r  z o n e  r a t e s  a r e  n o t  a l l o w e d ,  P S C  s h o u l d  s e t  r a t e s  
b a s e d  o n  d e f i n e d  a l l o w a b l e  c o s t s .  R a t e  i n c r e a s e s  s h o u l d  b e  
b a s e d  o n  t h e  c a r r i e r s '  f i n a n c i a l  n e e d s .  
( e )  P S C  s h o u l d  d e v e l o p  a  s c h e d u l e  t o  e n s u r e  m o t o r  c a r r i e r s  a r e  
a u d i t e d  f o r  c o m p l i a n c e  w i t h  P S C  r u l e s  a n d  r e g u l a t i o n s  o n  a  
r e g u l a r  b a s i s .  A p p r o p r i a t e  a c t i o n  s h o u l d  b e  t a k e n  w h e n  
n o n c o m p l i a n c e  i s  f o u n d .  
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(f) PSC management should ensure that audits are properly 
completed and follo~up is conducted when necessary. 
(g) PSC should penalize motor carriers found operating without 
PSC authority as required by law. PSC should investigate 
businesses that advertise to the public but do not have 
PSC authority to operate and take appropriate action when 
violations are detected. 
(h) PSC should promptly enforce motor carrier insurance 
regulations. 
(i) PSC should consider promulgating regulations to increase 
motor carrier minimum insurance requirements to the level 
of neighboring states or the ICC. 
(j) PSC should develop workload standards for its regulatory 
inspectors. Inspection schedules should be varied to allow 
inspections during nonbusiness hours. 
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O t h e r  T r a n s p o r t a t i o n  I s s u e s  
F o l l o w i n g  a r e  o t h e r  r e g u l a t o r y  i s s u e s  w h i c h  n e e d  t o  b e  f u r t h e r  e x a m i n e d .  
R e g u l a t i ( ] l l .  o f  T a x i c a b s  
P S C ' s  s t a t u t e s  w h i c h  a l l o w  c i t i e s ,  w i t h  p o p u l a t i o n s  o f  m o r e  t h a n  3 0 , 0 0 0  
b u t  l e s s  t h a n  5 0 , 0 0 0 ,  t o  r e g u l a t e  e n t r y  t o  a n d  r a t e s  o f  t h e  t a x i c a b  i n d u s t r y ,  
n e e d  f u r t h e r  s t u d y .  T h e s e  c i t i e s  i n  S o u t h  C a r o l i n a  h a v e  a u t h o r i t y  t o  r e s t r i c t  
a n d  r e g u l a t e  c o m p e t i t i o n  i n  t h e  t a x i c a b  i n d u s t r y .  E x p e r i e n c e s  i n  c i t i e s  t h a t  
h a v e  f e w e r  e c o n o m i c  r e s t r i c t i o n s  i n d i c a t e  t h a t  s e r v i c e  i s  b e t t e r  a n d  f a r e s  a r e  
l o w e r .  
T h e  F T C  s t a f f  h a v e  c o n d u c t e d  a n  e x t e n s i v e  r e v i e w  o f  l o c a l  t a x i c a b  
r e g u l a t i o n s .  T h e  F T C  c o n c l u d e d :  
A n t i c o m p e t i t i v e  r e g u l a t i o n s  i n  t h e  t a x i c a b  i n d u s t r y  r a i s e  p r i c e s  a n d  
m a y  r e d u c e  t h e  q u a l i t y  o f  s e r v i c e .  C i t i e s  w i t h  f e w e r  r e s t r i c t i o n s  o n  
e n t r y ,  o n  t y p e s  o f  t a x i  s e r v i c e s ,  a n d  o n  m i n i m u m  f a r e s  h a v e  g e n e r a l l y  
e x p e r i e n c e d  l o w e r  f a r e s ,  s h o r t e r  r e s p o n s e  t i m e s ,  a n d  a n  i n c r e a s e  i n  
t h e  n u m b e r  o f  c a b  h o u r s  o f  s e r v i c e  t h a n  h a v e  c i t i e s  w i t h  e x t e n s i v e  
r e s t r i c t i o n s .  
A l l o w i n g  c i t i e s  t o  r e g u l a t e  t h e  t a x i c a b  m a r k e t  m a y  r e d u c e  c o m p e t i t i o n  i n  
a  n a t u r a l l y  c o m p e t i t i v e  b u s i n e s s .  
R e c u 1 1 1 e n d a t  i o n  
( 4 )  T h e  A u d i t  C o u n c i l  r e c o m m e n d s  t h a t  t h e  G e n e r a l  A s s e m b l y  c o n s i d e r  
r e s c i n d i n g  § 5 3 - 2 3 - 1 5 1 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s  w h i c h  
a l l o w s  c e r t a i n  c i t i e s  t o  r e g u l a t e  t a x i c a b s .  
R e g u l a t i o n  o f  I n t r a s t a t e  B u s  I n d u s t r y  
S t a t e  s t a t u t e s  a l l o w i n g  P S C  t o  r e g u l a t e  t h e  b u s  i n d u s t r y  ( e x c l u d i n g  p o w e r  
c o m p a n y  c i t y  b u s e s )  c o u l d  b e  r e p e a l e d .  P S C  h a s  a l l o w e d  a t  l e a s t  o n e  b u s  
c o m p a n y  t o  i n c r e a s e  r a t e s  w i t h o u t  p r o o f  o f  n e e d ,  a n d  h a s  a l l o w e d  c o m p a n i e s  t o  
a b a n d o n  r u r a l  r o u t e s .  T h e  b u s  i n d u s t r y  i s  n o t  a  n a t u r a l  m o n o p o l y  n e e d i n g  
g o v e r n m e n t a l  r e g u l a t i o n .  T h e r e  a r e  o t h e r  m o d e s  o f  c o m p e t i t i o n ,  s u c h  a s  
a i r p l a n e s ,  c a r s ,  a n d  p a s s e n g e r  t r a i n s  w h i c h  c o m p e t e  w i t h  b u s e s .  
A c c o r d i n g  t o  t h e  F e d e r a l  T r a d e  C o m m i s s i o n :  
D e r e g u l a t i o n  o f  b u s e s  a t  t h e  n a t i o n a l  l e v e l  a n d  i n  m a n y  i n d i v i d u a l  
s t a t e s  m a y  h a v e  h e l p e d  t o  p r e s e r v e  t h e  i n d u s t r y  b e c a u s e  m a n y  s t a t e s  
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evidently were failing to allow rates that covered costs or were 
requiring services on routes that did not allow bus transportation 
firms to recover costs at any price. Although deregulation has been 
accompanied by discontinuations of service to some small communities, 
the rate of decline in rural bus services has not been appreciably 
different than it was before deregulation of interstate routes •••• 
Because there appears to be no economically defensible reason to 
regulate entry and prices in this industry, and because deregulation 
of interstate and intrastate of buses has proceeded with generally 
positive results in other parts of the country, we believe that the 
practice of continuing to regulate rates and entry in this industry 
in South Carolina is probably anticompetitive and detrimental to 
consumer welfare. [Emphasis Added] 
Regulating only safety and fitness of the bus industry would allow for a 
more competitive bus industry. There is no evidence to suggest that service to 
rural areas would be significantly affected by removing economic regulation. 
Becalmendatian 
(5) The Audit Council recannends that the General Assembly consider 
amending §58-23-20 of the South carolina Code of Laws to exempt buses 
fran PSC econanic regulation. 
Regulation of Rai I :roads 
PSC could discontinue regulating intrastate railroad rates and turn this 
function over to the federal government. This would save PSC the cost of 
administering rail rate regulations. 
PSC is certified by the federal government to regulate intrastate railroad 
rates. This means that PSC's method for establishing railroad rates is in 
accordance with federal guidelines. If South Carolina chose not to provide 
this service, federal government would provide it. Turning this function over 
to the ICC would allow PSC to use the staff time saved on other functions. 
Recaunendat ion 
(6) The Audit Cotmcil recannends that the General Assembly consider 
allowing PSC to discontinue raternaking of intrastate railroads. 
Policies and Disciplinary QJ.idelines Needed 
PSC does not have policies and disciplinary guidelines for officers who 
perform law enforcement duties. PSC's inspectors, who are commissioned law 
36 
e n f o r c e m e n t  o f f i c e r s ,  a r e  w i t h o u t  g u i d e l i n e s  a n d  p o l i c i e s  t o  d i r e c t  t h e m  i n  t h e  
p e r f o r m a n c e  o f  t h e i r  d u t i e s .  T h e r e  a r e  n o  p o l i c i e s  a d d r e s s i n g :  
T h e  a p p r e h e n s i o n ,  s e a r c h ,  a n d  d e t e n t i o n  o f  s u s p e c t s .  
T h e  u s e  o r  d i s c h a r g e  o f  a s s i g n e d  w e a p o n s .  
R e q u a l i f i c a t i o n  f o r  t h e  u s e  o f  h a n d g u n s .  
T r a i n i n g  n e e d s  o f  i n s p e c t o r s .  
C o n f i s c a t i o n  a n d  d i s p o s a l  o f  c o n t r a b a n d ,  s u c h  a s  a l c o h o l i c  b e v e r a g e s  o r  
i l l e g a l  d r u g s .  
T h e  a g e n c y  h a s  n o  d i s c i p l i n a r y  g u i d e l i n e s  f o r  l a w  e n f o r c e m e n t  p e r s o n n e l  
a d d r e s s i n g :  
A c c o u n t i n g  f o r  f i n e s  c o l l e c t e d  w h e n  i s s u i n g  t r a f f i c  c i t a t i o n s ,  o r  a c t i o n  
t o  b e  t a k e n  i f  f u n d s  a r e  u n a c c o u n t e d  f o r .  
P e r i o d i c a l  c h e c k s  t o  a c c o u n t  f o r  f i n e s .  
T h e  u s e  o f  i n t o x i c a t i n g  b e v e r a g e s  w h i l e  o n  t h e  j o b ,  o r  a c t i o n  t o  b e  t a k e n  
a g a i n s t  a n  o f f i c e r  c o n v i c t e d  o f  d r i v i n g  u n d e r  t h e  i n f l u e n c e  w h i l e  o n  o r  
o f f  d u t y .  
P S C  h a s  a  p o l i c y  m a n u a l  a d d r e s s i n g  g e n e r a l  a g e n c y  p r o c e d u r e s ,  s u c h  a s  
p r o c e d u r e s  f o r  f i l i n g  r a t e  i n c r e a s e s  a n d  a t t e n d i n g  c o n f e r e n c e s  a n d  s e m i n a r s .  
A g e n c y  o f f i c i a l s  s t a t e d  t h a t  t h e y  c o m p l y  w i t h  H u m a n  R e s o u r c e  M a n a g e m e n t ' s  
p e r s o n n e l  g u i d e l i n e s .  O t h e r  a g e n c i e s  t h a t  h a v e  l a w  e n f o r c e m e n t  d u t i e s  h a v e  
d e t a i l e d  p o l i c i e s  a n d  p r o c e d u r e s .  F o r  e x a m p l e ,  t h e  S o u t h  C a r o l i n a  H i g h w a y  
P a t r o l  h a s  d e t a i l e d  p o l i c i e s  c o n c e r n i n g  u s e  o f  e q u i p m e n t ,  e n f o r c e m e n t  m e t h o d s ,  
a c c o u n t i n g  f o r  f i n e s ,  a n d  o t h e r  l a w  e n f o r c e m e n t  p r o c e d u r e s .  
W i t h o u t  w r i t t e n  g u i d e l i n e s ,  i n s p e c t o r s  a r e  p r o v i d e d  l i t t l e  g u i d a n c e  i n  t h e  
p e r f o r m a n c e  o f  t h e i r  d u t i e s .  V e r b a l  c o m m u n i c a t i o n s  c a n  b e  m i s i n t e r p r e t e d  o r  
m i s u n d e r s t o o d .  F u r t h e r ,  s u p e r v i s o r s  a r e  w i t h o u t  g u i d e l i n e s  t o  j u s t i f y  
d i s c i p l i n a r y  a c t i o n  t h a t  m a y  b e  n e c e s s a r y .  
( 7 )  I f  P S C  i n s p e c t o r s  a r e  n o t  t r a n s f e r r e d  t o  t h e  S C D H P T ,  w r i t t e n  
p o l i c i e s  a n d  g u i d e l i n e s  g o v e r n i n g  a l l  a s p e c t s  o f  P S C ' s  l a w  
e n f o r c e m e n t  a c t i v i t i e s  s h o u l d  b e  d e v e l o p e d .  
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OJ:rplaint Handling 
The Transportation Division does not have a centralized method for 
handling and logging complaints and does not keep records of all complaints on 
file. As a result, PSC management cannot determine the actual number of 
complaints and whether they were properly resolved. 
Complaints in the Transportation Division are processed in two 
departments: (1) the Rates Department, and (2) the Safety and Enforcement 
Department. A review of the documented complaints indicate that the 
Transportation Division received 183 complaints from FY 84-85 through FY 86-87. 
Of the 183, 169 (92%) involved motor carriers operating without authority. 
Section 58-5-270 of the South Carolina Code of Laws gives individuals and 
industries the right to file complaints with the Commission. In 1982, the 
Audit Council recommended that all departments at PSC establish a uniform 
complaint system. All departments within the Utilities Division at PSC have a 
centralized system in place whereby a log is maintained and a number is 
assigned for each written complaint. Also, a standardized form is used to 
document the necessary information concerning a complaint. Without a 
centralized system, division management cannot adequately determine which 
complaints have been resolved and the actual number received. One PSC official 
stated that phone-in complaints are usually not logged but are referred to an 
inspector for follow-up. 
Reec ••••erllda t ion 
(8) The Transportation Division should develop a centralized complaint 
system similar to that of the Utilities Division. The system should 
involve a complaint log and periodic analyses on the recurrence of 
carplaints. 
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l n t r o d a c t i m  
C H A P T E R  I l l  
R E G U L A T I O N  O F  U T I L I T I E S  
P S C  i s  v e s t e d  w i t h  t h e  a u t h o r i t y  t o  r e g u l a t e  p u b l i c  u t i l i t i e s  i n  S o u t h  
C a r o l i n a  t h r o u g h  § 5 8 - 3 - 1 4 0 ( A )  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s ,  w h i c h  s t a t e s :  
T h e  P u b l i c  S e r v i c e  C o m m i s s i o n  i s  v e s t e d  w i t h  p o w e r  a n d  j u r i s d i c t i o n  
t o  s u p e r v i s e  a n d  r e g u l a t e  t h e  r a t e s  a n d  s e r v i c e  o f  e v e r y  p u b l i c  
u t i l i t y  i n  t h i s  S t a t e  a n d  t o  f i x  j u s t  a n d  r e a s o n a b l e  s t a n d a r d s ,  
c l a s s i f i c a t i o n s ,  r e g u l a t i o n s ,  p r a c t i c e s ,  a n d  m e a s u r e m e n t s  o f  s e r v i c e  
t o  b e  f u r n i s h e d ,  i m p o s e d ,  o r  o b s e r v e d ,  a n d  f o l l o w e d  b y  e v e r y  p u b l i c  
u t i l i t y  i n  t h i s  S t a t e .  
P u b l i c  u t i l i t i e s  a r e  d e f i n e d  a s  s u p p l i e r s  o f  e l e c t r i c i t y ,  n a t u r a l  g a s ,  
t e l e p h o n e ,  t e l e g r a p h ,  r a d i o  c o m m o n  c a r r i e r s  ( t w o - w a y  r a d i o s ) ,  a n d  w a t e r  a n d  
w a s t e w a t e r  o p e r a t i o n s .  P S C  d o e s  n o t  p e r f o r m  e c o n o m i c  r e g u l a t i o n  o f  m u n i c i p a l  
s u p p l i e r s  o f  e l e c t r i c i t y ,  g a s ,  w a t e r ,  a n d  s e w e r .  
P S C  d e t e r m i n e s  u t i l i t y  e n t r y ,  e x i t ,  a n d  t h e  t e r r i t o r i a l  m a r k e t  l i m i t s .  T o  
r e g u l a t e  t h e  u t i l i t i e s ,  t h e  C o m m i s s i o n ,  a m o n g  o t h e r  t h i n g s ,  p r e s c r i b e s  u n i f o r m  
a c c o u n t i n g  s y s t e m s  a n d  p r a c t i c e s ,  p e r f o r m s  a u d i t s ,  a n d  p r o v i d e s  r e g u l a t i o n  a n d  
o v e r s i g h t  o n  b o t h  q u a n t i t y  a n d  q u a l i t y  o f  s e r v i c e s  r e n d e r e d .  
T h e  1 9 8 2  f e d e r a l  c o u r t - o r d e r e d  d i v e s t i t u r e  o f  t h e  A m e r i c a n  T e l e p h o n e  a n d  
T e l e g r a p h  C o m p a n y  ( A T & T )  c h a n g e d  t h e  t e l e c o m m u n i c a t i o n s  i n d u s t r y .  L o n g -
d i s t a n c e  c a r r i e r s  m a y  n o w  c o m p e t e  f o r  i n t e r s t a t e  a n d  i n t e r e x c h a n g e  l o n g -
d i s t a n c e  s e r v i c e .  D u r i n g  F Y  8 6 - 8 7 ,  5 2  t e l e c o m m u n i c a t i o n s  u t i l i t i e s  w e r e  u n d e r  
t h e  j u r i s d i c t i o n  o f  P S C .  
S i n c e  t h e  1 9 8 2  A u d i t  C o u n c i l  r e p o r t ,  t h e  m a j o r  e l e c t r i c  u t i l i t i e s  s e r v i n g  
t h e  s t a t e  h a v e  c o m p l e t e d  c o n s t r u c t i o n  o f  n u c l e a r  f a c i l i t i e s .  A c c o r d i n g  t o  
E d i s o n  E l e c t r i c  I n s t i t u t e ,  w h i c h  i s  a n  a s s o c i a t i o n  o f  e l e c t r i c  c o m p a n i e s ,  S o u t h  
C a r o l i n a ' s  a v e r a g e  r e s i d e n t i a l  e l e c t r i c  b i l l  f o r  1 , 0 0 0  k i l o w a t t  h o u r s  w a s  
$ 7 1 . 5 1  a s  o f  J u l y  1 9 8 6 .  T h i s  a m o u n t  i s  b e l o w  b o t h  t h e  r e g i o n a l  a n d  n a t i o n a l  
a v e r a g e s ,  a s  t h e  s t a t e  r a n k e d  f o u r t h  o f  t h e  s e v e n  s o u t h e a s t e r n  s t a t e s  s u r v e y e d .  
P S C  h a s  j u r i s d i c t i o n  o v e r  f o u r  p r i v a t e l y  o w n e d  e l e c t r i c  u t i l i t y  c o m p a n i e s  
o p e r a t i n g  i n  S o u t h  C a r o l i n a .  
T h e  g a s  i n d u s t r y  i s  e x p e r i e n c i n g  c h a n g e s  b e c a u s e  o f  d e v e l o p m e n t s  i n  t h e  
N a t u r a l  G a s  P o l i c y  A c t  o f  1 9 7 8 ,  w h i c h  p r o v i d e s  f o r  v o l u n t a r y  t r a n s p o r t a t i o n  o f  
g a s  b y  i n t e r s t a t e  p i p e l i n e s  o n  a  n o n d i s c r i m i n a t o r y  b a s i s .  T h i s  m e a n s  g a s  
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companies and larger industrial companies can now purchase needed gas supplies 
directly from producers (spot purchases). The states have retained 
jurisdiction over the local distribution of gas. Thus, the Commission will 
monitor the spot purchases by the gas companies due to the federal changes. 
PSC will hold annual public hearings to review the companies' purchasing 
policies. PSC has set hearing dates for the five regulated gas companies. 
The Commission regulates an additional 32 municipalities, natural gas 
authorities, housing authorities, and master meters for pipeline safety only. 
As of June 1987, 126 water and wastewater companies were regulated by the 
Commission. Regulation of water and wastewater companies is shared with the 
Department of Health and Environmental Control (DHEC), which is responsible for 
ensuring that water facilities meet the State Safe Water Drinking Act. In 
addition, DHEC approves the number of customers to be served by a facility, 
sets the engineering standards to be used in the construction of facilities, 
and approves the start-up of operations for service by a facility. PSC relies 
on DHEC to test water quality when complaints are received. 
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P o s s i b l e  R e g u l a t o r y  C h a n g e s  
T h e  f o l l o w i n g  d i s c u s s i o n  a d d r e s s e s  t h e  n e e d  f o r  r e g u l a t i o n  o f  r a d i o  c o m m o n  
c a r r i e r s ,  w h o l e s a l e  c e l l u l a r  p h o n e s ,  t e l e g r a p h  s e r v i c e s ,  a n d  i n s p e c t i o n  o f  
l i q u e f i e d  p e t r o l e u m  g a s  l i n e s .  A l s o ,  t h e  C o m m i s s i o n  s h o u l d  m o n i t o r  l o n g -
d i s t a n c e  p r o v i d e r s  f o r  p o s s i b l e  e v e n t u a l  d e r e g u l a t i o n .  
R e g u l a t i o n  o f  B a . d i o  < h i D D l  C a r r i e r s  a n d  O ! l l u l a r  P b o n e s  
T h e  G e n e r a l  A s s e m b l y  s h o u l d  c o n s i d e r  r e p e a l i n g  s t a t u t e s  w h i c h  r e q u i r e  P S C  
t o  r e g u l a t e  e n t r y ,  r a t e s ,  a n d  s e r v i c e  o f  r a d i o  c o m m o n  c a r r i e r s  a n d  w h o l e s a l e  
c e l l u l a r  p h o n e  p r o v i d e r s  i n  S o u t h  C a r o l i n a .  C o m p e t i t i o n  a m o n g  c o m p a n i e s  i n  
b o t h  i n d u s t r i e s  c o u l d  e n s u r e  f a i r  m a r k e t  r a t e s  a n d  a d e q u a t e  s e r v i c e  f o r  
c o n s u m e r s  i n  t h e  a b s e n c e  o f  r e g u l a t i o n .  F u r t h e r ,  1 5  ( 3 0 % )  o f  t h e  5 0  s t a t e  
u t i l i t y  r e g u l a t o r y  c o m m i s s i o n s  d o  n o t  r e g u l a t e  t h e  r a d i o  c o m m o n  c a r r i e r  
i n d u s t r y .  O f  t h e  1 5  s t a t e s ,  6  h a v e  d e r e g u l a t e d  s i n c e  1 9 8 2 .  
R a d i o  c o m m o n  c a r r i e r s  a r e  c o m p a n i e s  w h i c h  p r o v i d e  p a g i n g  s e r v i c e s  o r  t w o -
w a y  r a d i o  s e r v i c e s  f o r  c o n s u m e r s .  C e l l u l a r  p h o n e s  a r e  m o b i l e  t e l e p h o n e s  b u t  
a r e  r e g u l a t e d  u n d e r  t h e  r a d i o  c o m m o n  c a r r i e r  r e g u l a t i o n s .  T h e  C o m m i s s i o n  d o e s  
n o t  r e g u l a t e  t h e  r e t a i l  s a l e s  o f  c e l l u l a r  p h o n e  s e r v i c e s  b u t  e s t a b l i s h e s  r a t e s  
a . w h o l e s a l e r  m a y  c h a r g e  a  r e t a i l e r  f o r  s e r v i c e s .  A s  o f  O c t o b e r  1 9 8 7 ,  t h e r e  
w e r e  s i x  r a d i o  c o m m o n  c a r r i e r s  a n d  s e v e n  w h o l e s a l e  c e l l u l a r  p h o n e  p r o v i d e r s  i n  
S o u t h  C a r o l i n a .  
T h e  C o m m i s s i o n ' s  r e g u l a t o r y  i n v o l v e m e n t  i n  t h e  r a d i o  c o m m o n  c a r r i e r  a n d  
c e l l u l a r  p h o n e  i n d u s t r i e s  h a s  b e e n  m i n i m a l .  T h e  f o l l o w i n g  i l l u s t r a t e s  t h e  
e x t e n t  o f  P S C ' s  o v e r s i g h t .  
D u r i n g  F Y  8 5 - 8 6  a n d  F Y  8 6 - 8 7 ,  t h e  T e l e c o m m u n i c a t i o n s  D e p a r t m e n t  r e c e i v e d  
1 , 3 3 4  c o m p l a i n t s ,  o n l y  2  f o r  e i t h e r  r a d i o  c o m m o n  c a r r i e r s  o r  c e l l u l a r  
p h o n e  p r o v i d e r s .  B o t h  c o m p l a i n t s  w e r e  s e r v i c e - r e l a t e d .  
S i n c e  1 9 8 4 ,  o n l y  2  o f  t h e  6 4  c o m p l i a n c e  i n s p e c t i o n s  c o n d u c t e d  b y  t h e  
T e l e c o m m u n i c a t i o n s  D e p a r t m e n t  i n v o l v e d  r a d i o  c o m m o n  c a r r i e r s .  T h e  
C o m m i s s i o n  f o u n d  n o  p r o b l e m s .  
S e c t i o n  5 8 - 3 - 1 4 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  a l l o w s  t h e  C o m m i s s i o n  t o  
r e g u l a t e  e n t r y  i n t o  t h e  c e l l u l a r  p h o n e  i n d u s t r y ,  r a t e s  c h a r g e d ,  a n d  
s e r v i c e s  p r o v i d e d .  H o w e v e r ,  t h e  C o m m i s s i o n  h a s  n o t  e s t a b l i s h e d  
r e g u l a t i o n s  t h a t  s p e c i f i c a l l y  a d d r e s s  w h o l e s a l e  c e l l u l a r  p h o n e  p r o v i d e r s .  
I n s t e a d ,  o v e r s i g h t  o f  t h e  c e l l u l a r  p h o n e  i n d u s t r y  h a s  b e e n  p r o v i d e d  b a s e d  
o n  e x i s t i n g  r a d i o  c o m m o n  c a r r i e r  r e g u l a t i o n s .  
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PSC officials stated that deregulation of radio common carriers should not 
adversely affect consumer rates since there is sufficient competition among 
companies in this industry. 
Regulation of Telegraph Services 
The General Assembly should consider repealing statutes which require PSC 
to regulate telegraph services in South Carolina. Due to technological 
advancements in the telecommunications industry, telegraph services are 
becoming an obsolete communications source. 
Sections 58-9-1810 through §58-9-1860, §58-9-2310, and §58-9-2320 of the 
South Carolina Code of Laws allow PSC to regulate telegraph services. In a 
September 1987 letter to the Audit Council concerning PSC regulation of 
telegraph services, the Federal Trade Commission staff stated: 
Abundant competition from alternative forms of rapid message delivery 
services, such as express mail, electronic mail, computer networking 
over telephone lines, and regular telephone communication, however, 
probably make regulatory concern about market power in telegraph 
services unnecessary. 
Telegraph services have already been deregulated at the interstate level. Also 
in 1982, PSC deferred its intrastate jurisdiction of the telegraph industry to 
the Federal Communications Commission. 
Regulation of Long-Distance Telepbooe Providers 
The Public Service Commission has relaxed regulation allowing a degree of 
competition between telephone companies. The federal government ordered that 
the monopoly of long-distance service by the American Telephone and Telegraph 
Company (AT&T) be divested with states retaining regulation within Local Access 
and Transport Areas (LATAs). 
In 1982, the United States Department of Justice's antitrust suit against 
AT&T was settled. AT&T was divided into 1 interstate and interLATA long-
distance company, and 22 local companies organized into 7 regional operating 
companies. For example, Southern Bell was designated as a local company for 
South Carolina under BellSouth, the regional operating company. The local 
companies are prohibited from providing interstate or interLATA services. 
Consumers were given the choice of continuing to receive long-distance services 
from AT&T or from another carrier of the consumer's choice. However, under the 
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c o u r t  o r d e r ,  P S C  m a i n t a i n e d  r a t e m a k i n g  a n d  r e g u l a t o r y  j u r i s d i c t i o n  o v e r  
S o u t h e r n  B e l l .  S o u t h e r n  B e l l  a n d  a n o t h e r  c o m p a n y  p r e s e n t l y  c o m p e t e  f o r  
i n t r a L A T A  l o n g - d i s t a n c e  s e r v i c e  i n  S o u t h  C a r o l i n a .  
S o u t h  C a r o l i n a  i s  d i v i d e d  i n t o  s e v e n  L A T A s ,  f o u r  o f  w h i c h  l i e  c o m p l e t e l y  
w i t h i n  t h e  s t a t e  a n d  t h r e e  w h i c h  a r e  c e n t e r e d  a r o u n d  c i t i e s  j u s t  o u t s i d e  o f  t h e  
s t a t e .  T h e  f o l l o w i n g  b r i e f l y  d e s c r i b e  t h e  d i f f e r e n c e  i n  t h e  h a n d l i n g  o f  
i n t e r L A T A  a n d  i n t r a L A T A  l o n g - d i s t a n c e  s e r v i c e .  
A  l o n g - d i s t a n c e  t e l e p h o n e  c a l l  b e t w e e n  C o l u m b i a  a n d  O r a n g e b u r g  ( b o t h  o f  
w h i c h  a r e  i n  t h e  s a m e  L A T A )  c o n s t i t u t e s  a n  i n t r a L A T A  c a l l  a n d  m u s t  b e  
t r a n s m i t t e d  b y  o n e  o f  t w o  c o m p e t i n g  i n t r a L A T A  c a r r i e r s .  
A  l o n g - d i s t a n c e  c a l l  b e t w e e n  C o l u m b i a  a n d  C h a r l e s t o n  ( w h i c h  a r e  i n  
d i f f e r e n t  L A T A s )  c o n s t i t u t e s  a n  i n t e r L A T A  c a l l  a n d  c a n n o t  b e  t r a n s m i t t e d  
b y  i n t r a L A T A  c a r r i e r s  b u t  m u s t  b e  h a n d l e d  b y  t h e  c u s t o m e r ' s  c h o i c e  o f  a n  
i n t e r L A T A  l o n g - d i s t a n c e  p r o v i d e r .  
S i n c e  t h e  d i v e s t i t u r e  o f  A T & T ,  S o u t h  C a r o l i n a  a n d  1 4  o t h e r  s t a t e s  h a v e  
c h a n g e d  o r  r e l a x e d  o r d e r s  a n d  r e g u l a t i o n s  t o  p r o m o t e  c o m p e t i t i o n  a m o n g  l o n g -
d i s t a n c e  p r o v i d e r s .  I n  S o u t h  C a r o l i n a ,  t w o  c o m p a n i e s  h a v e  b e e n  a p p r o v e d  b y  P S C  
t o  p r o v i d e  i n t r a L A T A  s e r v i c e .  P S C  h a s  s e t  a  m a x i m u m  r a t e ,  a n d  c a r r i e r s  m a y  
v a r y  r a t e s  f r e e l y  a s  l o n g  a s  t h e y  p r o p e r l y  n o t i f y  t h e  C o m m i s s i o n  a n d  s t a y  
b e l o w  t h e  m a x i m u m .  
B y  c o n t i n u i n g  t o  u s e  m a r k e t  f o r c e s  t o  t h e  r a t e p a y e r ' s  b e n e f i t ,  P S C  e n a b l e s  
b o t h  t h e  r a t e p a y e r  a n d  s t o c k h o l d e r s  o f  l o n g - d i s t a n c e  c o m p a n i e s  t o  b e n e f i t  
t h r o u g h  a  c o m p e t i t i v e  e n v i r o n m e n t .  T h e  p o t e n t i a l  f o r  c o m p e t i t i o n  c a n  m o t i v a t e  
c o m p a n i e s  t o  m o n i t o r  c o s t s ,  s i n c e  e a c h  c o m p a n y  w i l l  s e e k  t o  o f f e r  t h e  b e s t  
s e r v i c e s  a t  t h e  l o w e s t  c o s t  t o  r e t a i n  c u s t o m e r s  a n d  a t t r a c t  n e w  o n e s .  
S a f e t y  B e g u l a t i o n  o f  P e t r o l e u n  G a s  L i n e s  
S t a t e  l a w  h a s  n o t  s p e c i f i c a l l y  p r o v i d e d  f o r  s a f e t y  i n s p e c t i o n s  o f  t h e  1 1  
l i q u e f i e d  p e t r o l e u m  g a s  ( L P G )  s y s t e m s  i n  t h e  s t a t e .  T h e  U n i t e d  S t a t e s  
D e p a r t m e n t  o f  T r a n s p o r t a t i o n  ( D O T )  h a s  r e q u e s t e d  P S C  t o  a s s u m e  j u r i s d i c t i o n  
o v e r  L P G  s y s t e m s .  H o w e v e r ,  P S C  h a s  n o t  a d o p t e d  t h e  m i n i m u m  f e d e r a l  s a f e t y  g a s  
s t a n d a r d s  f o r  L P G  s y s t e m s  e s t a b l i s h e d  b y  t h e  F e d e r a l  N a t u r a l  G a s  P i p e l i n e  
S a f e t y  A c t  o f  1 9 6 8 .  
S e c t i o n  5 8 - 5 - 1 0 6 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s  l i m i t s  P S C ' s  
a u t h o r i t y  t o  a s p e c t s  n o t  c o v e r e d  b y  t h e  S o u t h  C a r o l i n a  L i q u e f i e d  P e t r o l e u m  G a s  
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Board. The LPG Board regulates certain aspects of LPG, but not in conjunction 
with the National Gas Pipeline Safety Act. 
A July 1985 letter from DOT informed the Commission that by not assuming 
jurisdiction of LPG operators the sole policy initiative of the gas safety 
program had not been met. In an October 1986 letter to PSC's Chairman, a DOT 
official stated: 
One apparent weakness in your pipeline safety program is your 
Commission's failure to assume jurisdiction over petroleum gas 
operators • • • • The extent of deterioration and leakage of these 
gas systems is unknown and because the characteristics of petroleum 
gas make them more hazardous [than] natural gas, these systems may, 
in time, pose a risk to the public. 
In a May 1987 memorandum, the Chief of the Gas Department stated that no 
additional Commission staff would be required to inspect LPG systems. The 
Chief of the Gas Department informed the Audit Council that existing equipment 
could be used to assume the responsibility for this function. 
In August 1985, the Commissioners directed the agency to refer the issue 
to the State Fire Marshal. (The State Fire Marshal is charged with the 
supervision and enforcement of the laws and regulations of the LPG Board). A 
July 1987 letter from PSC to the Assistant State Fire Marshal requested the 
Fire Marshal to notify the Commission of any duplication which would result 
from the performance of safety inspections of LPG systems by PSC. 
Becmmendati(]llS 
(9) The Audit Co1mci 1 recoomends that the General Assanbly consider 
repealing §58-11-10 through §58-11-600 and specific sections of 
Chapter 9 of the South Carolina Code of Laws pertaining to regulation 
of radio common carriers, wholesale cellular telephone providers, and 
telegraph services. 
* * * * * * * 
In April 1988, PSC assumed jurisdiction of pipeline safety inspections of LPG 
systems. 
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( 1 0 )  T h e  G e n e r a l  A s s a r b l y  s h o u l d  c o n s i d e r  r e q u e s t i n g  t h e  D e p a r t m e n t  o f  
C O n s u m e r  A f f a i r s  t o  r e c e i v e  a n d  i n v e s t i g a t e  c o n s u m e r  c o m p l a i n t s  f o r  
i n d u s t r i e s  n o  l o n g e r  r e g u l a t e d  b y  P S C .  
( 1 1 )  P S C  s h o u l d  c o n t i n u e  t o  m o n i t o r  l o n g - d i s t a n c e  s e r v i c e  t o  d e t e n n i n e  
w h e t h e r  f u r t h e r  d e r e g u l a t i o n  o f  i n t r a l a t a  s e r v i c e  ~II b e  f e a s i b l e .  
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Utility Ratemaking 
The Commission is responsible for establishing rates utilities can charge 
their customers. However, the statutes do not set policy objectives for 
ratemaking. Additionally, the Commission has not adopted regulations or set 
policies concerning ratemaking components. The Commission stated that it 
attempts to allow companies to remain solvent and competitive in the 
marketplace while protecting the public from excessive charges. 
When setting rates, the Commission must consider the rate base. The rate 
base is an integral part of the ratemaking process and influences the costs 
customers have to pay for service. The investment the utility makes in order 
to provide service is called the rate base, and PSC uses original cost to 
determine a company's rate base. 
After the rate base is computed, the company's actual income available is 
determined through examination of revenues and expenses. The Commission next 
decides through calculation of the company's cost of capital what return the 
utility is earning on its actual operations. Accounting adjustments are then 
made to the revenues and expenses reported by the company, which will result in 
changes to the rate base. Next, needed income is determined by multiplying the 
Commission-approved rate base by the rate of return, and additional operating 
revenues needed by the company is computed. When the utility's total revenue 
requirement has been computed, the utility customer rate schedules are adjusted 
to provide the prescribed gross revenue figure. 
Financial Audits of utilities 
The Accounting Department performs financial audits of regulated utilities 
to ensure that companies are not exceeding the rates of return approved by the 
Commission. Also, this Department conducts audits on a company's financial 
records prior to a rate hearing. Problems were found in the following areas. 
Schedule for Audits Needed 
The Accounting Department has not used a master schedule to conduct full-
and limited-scope audits to ensure that all companies are examined 
systematically. As a result, the majority of utilities has not been reviewed 
in the last eight years. These audits are needed to determine if utilities are 
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e a r n i n g  e x c e s s  p r o f i t s ,  a r e  i n  s o u n d  f i n a n c i a l  c o n d i t i o n ,  a n d  a r e  i n  c o m p l i a n c e  
w i t h  P S C  o r d e r s .  
T h e  A c c o u n t i n g  D e p a r t m e n t  e s t a b l i s h e s  a n n u a l  g o a l s  f o r  t h e  n u m b e r  o f  
a u d i t s  t o  b e  c o m p l e t e d  d u r i n g  t h e  y e a r .  A c c o r d i n g  t o  P S C ,  t h e y  h a v e  t r i e d  t o  
c o n c e n t r a t e  o n  c o m p a n i e s  w i t h  t h e  g r e a t e s t  c o n s u m e r  i m p a c t .  H o w e v e r ,  t h e r e  h a s  
b e e n  n o  f o r m a l  s y s t e m  o f  p l a c i n g  i n  p r i o r i t y  o r d e r  c o m p a n i e s  w i t h  p r i o r  
p r o b l e m s ,  g r e a t e r  c o n s u m e r  i m p a c t ,  o r  c o m p a n i e s  n o t  p r e v i o u s l y  a u d i t e d .  S i n c e  
1 9 7 9 ,  t h e  C o m m i s s i o n  h a s  p e r f o r m e d  1 0 3  f u l l - a n d  l i m i t e d - s c o p e  f i n a n c i a l  a u d i t s  
o n  8 2  c o m p a n i e s .  H o w e v e r ,  8 9  ( 5 2 % )  c o m p a n i e s  h a v e  n o t  b e e n  a u d i t e d  o n c e .  O f  
t h o s e  c o m p a n i e s  a u d i t e d ,  o n e  w a s  a u d i t e d  f i v e  t i m e s ,  f o u r  c o m p a n i e s  w e r e  
a u d i t e d  t h r e e  t i m e s ,  a n d  e l e v e n  c o m p a n i e s  w e r e  a u d i t e d  t w i c e .  
S e c t i o n  . 5 8 - 3 - 1 4 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s  r e q u i r e s  t h e  
C o m m i s s i o n  t o  s u p e r v i s e  a n d  r e g u l a t e  p u b l i c  u t i l i t i e s .  T h e  d e v e l o p m e n t  o f  a  
r o u t i n e ,  s y s t e m a t i c  s c h e d u l e  f o r  c o n d u c t i n g  a u d i t s  i s  n e c e s s a r y  f o r  t h e  
C o m m i s s i o n  t o  c o n s i s t e n t l y  m o n i t o r  t h e  f i n a n c i a l  s t a t u s  o f  a l l  r e g u l a t e d  
u t i l i t i e s .  I n  a d d i t i o n ,  s y s t e m a t i c  s c h e d u l i n g  o f  a u d i t s  i s  e s s e n t i a l  t o  t h e  
C o m m i s s i o n ' s  r e s p o n s i b i l i t y  o f  e n s u r i n g  f a i r  a n d  r e a s o n a b l e  r a t e s  i n  t h e  
p r o t e c t i o n  o f  t h e  p u b l i c ' s  i n t e r e s t .  
W r i t t e n  G l i d e  I  i n e s  o r  A g e n c y  P o l  i c y  f o r  A u d i t o r s  
T h e  C o m m i s s i o n  h a s  n o t  a d o p t e d  a u d i t  p o l i c y  f o r  P S C ' s  r a t e  a n a l y s i s  
r e s p o n s i b i l i t i e s .  A s  a  r e s u l t ,  i n c o n s i s t e n c i e s  h a v e  o c c u r r e d  i n  t h e  f i n a n c i a l  
a u d i t s .  
T h e  A u d i t  C o u n c i l  r e v i e w e d  t h e  4 3  f i n a n c i a l  a u d i t s  o f  2 5  
t e l e c o m m u n i c a t i o n s  c o m p a n i e s  b e t w e e n  1 9 7 9  a n d  1 9 8 7 .  A s  a n  e x a m p l e  o f  
i n c o n s i s t e n c i e s ,  t w o  c o m p a n i e s  a l l o w e d  e x p e n s e s  s u c h  a s  c o l l e g e  b o o s t e r  c l u b  
c o n t r i b u t i o n s ,  c o u n t r y  c l u b  d u e s ,  p r i v a t e  s c h o o l  d o n a t i o n s ,  a l c o h o l  f o r  a  
c o m p a n y  p a r t y ,  a n d  p e r s o n a l  e x p e n s e s  a s  a  p a r t  o f  t h e  c o s t  o f  s e r v i c e .  I n  
c o n t r a s t ,  t w o  o t h e r  a u d i t s  o f  t e l e p h o n e  c o m p a n i e s  d i s a l l o w e d  s i m i l a r  e x p e n s e s  
a s  " n o n - r a t e m a k i n g  e x p e n s e s . "  
*  *  
*  *  
*  
*  
*  
D u r i n g  t h e  c o u r s e  o f  t h i s  a u d i t ,  P S C  d e v e l o p e d  a  m a s t e r  s c h e d u l e  f o r  a u d i t i n g  
u t i l i t i e s .  
4 7  
*  
------------------
The cost of service is the expenses directly associated with the 
production and distribution of a utility's services. According to the National 
Association of Regulatory Utility Commissioners (NARUC), South Carolina and New 
Mexico are the only two states which have not established an agency policy with 
respect to the inclusion of certain contributions and dues as an allowable 
expense in the cost of service. 
The absence of agency policy can allow utilities to use non-service 
related expenses to increase their operating costs resulting in higher than 
necessary consumer rates. Also, utilities, interveners, and the public would 
benefit from having allowable costs set by Commission policy. 
M>nitoring of Auditor Productivity 
The Commission has not established productivity standards to monitor the 
productivity of auditors in the Accounting Department. Without productivity 
standards and the monitoring of produ~tivity, PSC management cannot ensure the 
efficient and effective operation of .the Accounting Department. 
According to a PSC official, the Accounting Department employs 15 
auditors, including management, who perform compliance audits on both the 
transportation and utilities regulated by PSC. Auditors are usually assigned 
to audits in pairs and audit completions range from three days (for water and 
wastewater companies) to approximately a month (for electric utilities). 
However, no official records have been developed to record the auditors' time 
spent on individual projects, and Department officials cannot easily compare 
productivity among auditors. 
Monitoring productivity and requiring a minimal amount of work to be 
performed is important in all levels of management and is generally accepted as 
a good management practice. Without adequate measures of employee 
productivity, there is less incentive. for employees to maintain the amount or 
level of work expected by management. In addition, management cannot justify 
the number of employees needed to perform required functions. 
Recalmendatims 
(12) The Commission should establish a financial audit schedule to ensure 
that all regulated utilities are routinely and systematically 
audited. 
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( 1 3 )  T h e  C o m m i s s i o n  s h o u l d  e s t a b l i s h  a g e n c y  p o l i c y  c o n c e r n i n g  
c o n t r i b u t i o n s ,  d u e s ,  a n d  a l l o w a b l e  e x p e n s e s  i n  c m p u t i n g  c o s t s  o f  
s e r v i c e  o f  u t i l i t i e s .  
( 1 4 )  T h e  A c c o u n t i n g  D e p a r t m e n t  s h o u l d  e s t a b l i s h  w r i t t e n  g u i d e l i n e s  t o  
a s s i s t  a u d i t o r s  p e r f o n n i n g  f i n a n c i a l  a u d i t s  a n d  f o r  a u d i t s  o f  
c o m p a n i e s  f o r  r a t e  h e a r i n g s .  
( 1 5 )  T h e  A c c o u n t i n g  D e p a r t m e n t  s h o u l d  p r e p a r e  m o n t h l y  s t a f f  r e p o r t s  
i n d i c a t i n g  t h e  a m o u n t s  o f  t i m e  s p e n t  o n  s p e c i f i c  j o b  f u n c t i o n s .  
P r o d u c t i v i t y  s t a n d a r d s  s h o u l d  b e  d e v e l o p e d  a n d  m o n i t o r e d  •  
. J u s t i f i c a t i o n  o f  R e t u r n  o n  o  . . . . . . .  E q u i t y  
W h e n  i s s u i n g  g a s ,  e l e c t r i c ,  a n d  t e l e c o m m u n i c a t i o n s  r a t e  o r d e r s ,  t h e  
C o m m i s s i o n  d o e s  n o t  d o c u m e n t  t h e  r e a s o n  a n  a l l o w e d  r e t u r n  o n  c o m m o n  e q u i t y  i s  
c h o s e n .  T h e r e f o r e ,  w h e n  e x a m i n i n g  r a t e  c a s e s ,  t h e  A u d i t  C o u n c i l  c o u l d  n o t  
d e t e r m i n e  w h y  a  s p e c i f i c  r a t e  o f  r e t u r n  o n  c o m m o n  e q u i t y  w a s  a l l o w e d .  T h e  r a t e  
o f  r e t u r n  o n  c o m m o n  e q u i t y  i n d i c a t e s  a  s t o c k h o l d e r ' s  r e t u r n  o n  i n v e s t m e n t .  
A c c o r d i n g  t o  t h e  D i r e c t o r  o f  P S C ' s  R e s e a r c h  D e p a r t m e n t ,  t h e  r e t u r n  a l l o w e d  b y  
t h e  C o m m i s s i o n  s h o u l d  p r o v i d e  t h e  o p p o r t u n i t y  f o r  e a r n i n g s  s u f f i c i e n t  t o  a s s u r e  
. .  
c o n f i d e n c e  i n  t h e  f i n a n c i a l  i n t e g r i t y  o f  t h e  c o m p a n y ,  m a i n t a i n  i t s  c r e d i t ,  a n d  
a t t r a c t  c a p i t a l .  
D u r i n g  p u b l i c  h e a r i n g s  h e l d  f o r  r a t e  c a s e s ,  t h e  C o m m i s s i o n  w i l l  h e a r  
t e s t i m o n y  f r o m  P S C  s t a f f ,  i n t e r v e n e r s ,  a n d  c o m p a n y  o f f i c i a l s  c o n c e r n i n g  t h e  
r a t e  o f  r e t u r n  o n  c o m m o n  e q u i t y .  T h e  d e c i s i o n  r e n d e r e d  b y  t h e  C o m m i s s i o n  w i l l  
i n c l u d e  t h e  c o n c l u s i o n s  o f  t h e  v a r i o u s  t e s t i m o n y  a n d  a l l o w  a  s p e c i f i c  r e t u r n  a s  
b e i n g  " f a i r  a n d  r e a s o n a b l e . "  T h e  o r d e r s  d o  n o t  i n c l u d e  t h e  s p e c i f i c  r a t i o n a l e  
f o r  t h e  a l l o w e d  r e t u r n .  A d d i t i o n a l l y ,  n o  c o m p a r i s o n s  o f  e x p e c t e d  r e v e n u e s  f o r  
t h e  v a r i o u s  r a t e s  o f  r e t u r n  a r e  p r o v i d e d .  T h e  f o l l o w i n g  a r e  e x a m p l e s  o f  
r e c o m m e n d e d  r a t e s  o f  r e t u r n  a n d  t h e  C o m m i s s i o n ' s  a l l o w e d  r e t u r n .  
I n  a  1 9 8 7  r a t e  c a s e ,  a  c o m p a n y  r e q u e s t e d  a  1 4 . 2 5 %  r e t u r n  o n  e q u i t y .  T h e  
C o m m i s s i o n  s t a f f  r e c o m m e n d e d  a  r a n g e  f o r  c o m m o n  e q u i t y  o f  1 1 %  t o  1 3 % ,  w i t h  
t h e  m o s t  a p p r o p r i a t e  r a t e  b e i n g  b e t w e e n  1 2 . 5 %  a n d  1 3 % .  T h e  C o n s u m e r  
A d v o c a t e ' s  e x p e r t  r e c o m m e n d e d  a  r a n g e  f r o m  1 2 . 5 %  t o  1 3 % .  T h e  C o m m i s s i o n  
g r a n t e d  a n  a l l o w a b l e  r e t u r n  o n  c o m m o n  e q u i t y  o f  1 3 . 2 5 % .  T h i s  r e t u r n  
a l l o w e d  t h e  c o m p a n y  t o  e a r n  a l m o s t  $ 6  m i l l i o n  m o r e  t h a n  w a s  r e c o m m e n d e d  b y  
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Commission staff. There was no documentation to explain why that specific 
rate of return was allowed. 
In 1985, one large telephone company requested a rate of return on common 
equity of 16% to 17%. Commission staff recommended a range of 14.75% to 
15.75%. The Commission determined a fair and reasonable rate to be 16%, 
but penalized the company .25% for providing poor telephone service. Had 
the lower range of 14.75% been granted, consumers would have saved 
approximately $1 million. There was no documentation in the order as to 
why the higher rate was chosen. 
Through its mandate to fix utility rates, PSC is responsible for ensuring 
that the cost of providing service is fairly distributed between the rate 
payers and the stockholders. However, without adequate justification to support 
a decision, the Audit Council could not determine if the rates being charged 
by the public utilities are both fair and reasonable to the public and the 
utilities. 
BJIDIIIID\TI(Jf 
(16) The Commission should document the reason a specific rate of return 
on common equity is chosen when issuing orders on rate cases. 
Inconsistent Orders for Water and Wastewater Bate Increases 
A return on investment is not used to determine allowable rates for water 
and wastewater companies. Instead, the Commission will use an operating 
margin, or the amount of profit a company can earn, to establish rates. 
However, orders issued by the Commission do not consistently specify the 
allowable operating margin a company can earn. In 10 (53%) of the 19 rate 
orders issued for rate requests received between FY 84-85 and FY 86-87, PSC did 
not specify an allowable operating margin. Without a specified operating 
margin, Commission auditors can not ensure that companies are earning only 
reasonable profits. 
An operating margin indicates what rate of profit a company realizes on 
each dollar earned. For example, a company with revenues of $100,000 and 
expenses of $60,000 would have an operating margin of 40%. However, some water 
and wastewater companies do not cover operating expenses, resulting in a 
negative operating margin. The following are examples of the treatment of 
operating margins during rate cases: 
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P S C  d e t e r m i n e d  o n e  c o m p a n y  w a s  l o s i n g  a p p r o x i m a t e l y  $ 3 0 , 0 0 0  a n n u a l l y .  T h e  
c o m p a n y  r e q u e s t e d  a  r a t e  i n c r e a s e  t o  c o v e r  t h i s  l o s s .  T h e  C o m m i s s i o n  
f o u n d  t h a t  t h e  p r o p o s e d  i n c r e a s e  w a s  u n r e a s o n a b l e  a n d  a p p r o v e d  a n  
a l t e r n a t i v e  r a t e  s c h e d u l e .  T h e  o r d e r  d i d  n o t  s p e c i f y  a n  a l l o w a b l e  
o p e r a t i n g  m a r g i n .  B u t ,  a n  a u d i t o r ' s  w o r k i n g  p a p e r  i n d i c a t e d  t h e  
C o m m i s s i o n  a l l o w e d  a n  i n c r e a s e  i n  r e v e n u e s  o f  $ 2 0 , 0 0 0 ,  r e s u l t i n g  i n  a  
n e g a t i v e  o p e r a t i n g  m a r g i n  o f  3 0 . 0 8 % .  
I n  a n o t h e r  c a s e ,  t h e  C o m m i s s i o n  i s s u e d  a n  o r d e r  w h i c h  s t a t e d  t h a t  t h e  
p r o p o s e d  r a t e s  a n d  c h a r g e s  w e r e  u n r e a s o n a b l e  a n d  w e r e  t h e r e f o r e  d e n i e d .  
T h e  C o m m i s s i o n  a p p r o v e d  a n  a l t e r n a t i v e  r a t e  s c h e d u l e  b u t  d i d  n o t  s p e c i f y  
t h e  r e a s o n s  t h e  p r o p o s e d  r a t e s  w e r e  u n r e a s o n a b l e  o r  s u p p o r t  t h e  m e r i t s  o f  
t h e  a p p r o v e d  a l t e r n a t i v e  r a t e s .  T h e  c o m p a n y  h a d  r e q u e s t e d  a  $ 3 , 9 9 7  
( 2 4 . 6 % )  i n c r e a s e  w h i c h  w o u l d  h a v e  r e s u l t e d  i n  a  n e g a t i v e  o p e r a t i n g  m a r g i n  
o f  1 3 7 % .  T h e  o r d e r  d i d  n o t  s p e c i f y  t h e  e x p e c t e d  a d d i t i o n a l  r e v e n u e s  o r  
t h e  a l l o w a b l e  o p e r a t i n g  m a r g i n .  
I n  a d d i t i o n ,  P S C  p r o c e d u r e s  f o r  a p p r o v i n g  r a t e  i n c r e a s e s  f o r  w a t e r  a n d  
w a s t e w a t e r  c o m p a n i e s  a r e  i n c o n s i s t e n t  w i t h  o t h e r  u t i l i t i e s .  F o r  s o m e  w a t e r  a n d  
w a s t e w a t e r  c o m p a n i e s ,  P S C  h a s  e i t h e r  g r a n t e d  1 0 0 %  o f  t h e  r e q u e s t  o r  a p p r o v e d  a n  
a l t e r n a t e  r a t e  s c h e d u l e ;  t h e  o r d e r s  d i d  n o t  r e f l e c t  t h e  e x a m i n a t i o n  o f  
a c c o u n t i n g  a d j u s t m e n t s ,  o r  t h e  a c c e p t a n c e ,  d e n i a l ,  o r  m o d i f i c a t i o n  o f  t h e s e  
a d j u s t m e n t s .  F o r  e l e c t r i c ,  g a s ,  a n d  t e l e p h o n e  c o m p a n i e s ,  o r d e r s  r e f l e c t  
d i f f e r e n c e s  a n d  d i s c u s s i o n s  o n  a c c o u n t i n g  a d j u s t m e n t s .  
T h e  C o m m i s s i o n  i s  v e s t e d  w i t h  t h e  p o w e r  t o  s u p e r v i s e  a n d  r e g u l a t e  t h e  
r a t e s  o f  e v e r y  p u b l i c  u t i l i t y  i n  t h e  s t a t e  b y  § 5 8 - 5 - 2 1 0  o f  t h e  S o u t h  C a r o l i n a  
C o d e  o f  L a w s .  T h e  o m i s s i o n  o f  a n  o p e r a t i n g  m a r g i n  f o r  t h e  w a t e r  a n d  w a s t e w a t e r  
c o m p a n i e s  d o e s  n o t  a l l o w  C o m m i s s i o n  s t a f f  t o  s u p e r v i s e  t h e  i m p a c t  o f  r a t e s  
c h a r g e s  b y  t h e  c o m p a n i e s .  I n  c o n t r a s t ,  w h e n  a p p r o v i n g  r a t e s  f o r  e l e c t r i c ,  g a s ,  
a n d  t e l e p h o n e  u t i l i t i e s ,  t h e  C o m m i s s i o n  s p e c i f i e s  a n  a l l o w a b l e  r a t e  o f  r e t u r n ,  
w h i c h  c a n  b e  a u d i t e d  a n d  v e r i f i e d .  
P S C  i s  a  q u a s i - j u d i c i a l  a d m i n i s t r a t i v e  a g e n c y  a n d  a s  s u c h ,  i t s  d e c i s i o n s  
m a y  b e  s c r u t i n i z e d  f o r  s u b s t a n t i a l  e v i d e n c e  b y  t h e  c o u r t s .  T h e  C o m m i s s i o n  h a s  
l e s s  d e f e n s e  o f  a n  o r d e r  i n  t h e  c o u r t s  w i t h o u t  s u f f i c i e n t  j u s t i f i c a t i o n .  
A d d i t i o n a l l y ,  t h e  p u b l i c  a n d  t h e  u t i l i t i e s  c a n n o t  b e  e n s u r e d  t h a t  t h e  r a t e s  a r e  
f a i r  a n d  j u s t .  
R e c m m e n d a t  i o n  
( 1 7 )  T h e  C O m m i s s i o n  s h o u l d  c o n s i s t e n t l y  w r i t e  o r d e r s  w i t h  s u f f i c i e n t  
j u s t i f i c a t i o n  a s  t o  t h e  a c c e p t a n c e  o r  d e n i a l  o f  a  r e q u e s t e d  r a t e  
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increase. The COmmission should specify an allowable operating 
margin in all water and wastewater orders. 
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O v e r s i g h t  o f  U t i l i t i e s  
P S C ' s  o v e r s i g h t  o f  t h e  p u b l i c  u t i l i t i e s  c o u l d  b e  i m p r o v e d  i n  s e v e r a l  
a r e a s .  T h e s e  a r e a s  a r e  d i s c u s s e d  b e l o w .  
Q m p l i a n c e  I n s p e c t i c m s  
T h e  U t i l i t i e s  D i v i s i o n  p e r f o r m s  c o m p l i a n c e  i n s p e c t i o n s  o f  t - f t e  r e g u l a t e d  
u t i l i t i e s  t o  m o n i t o r  t h e i r  a d h e r e n c e  t o  P S C  r u l e s  a n d  r e g u l a t i o n s .  C o m p l i a n c e  
i n s p e c t i o n s  r e v i e w  c o m p a n y  e n g i n e e r i n g  s t a n d a r d s ,  s u c h  a s  a b a n d o n m e n t  o f  
f a c i l i t i e s ,  p r o v i s i o n s  i n  c a s e  o f  e m e r g e n c y ,  a n d  a n  i n s p e c t i o n  p r o g r a m  o f  
f a c i l i t i e s .  R e c o r d s  o f  i n t e r r u p t i o n  i n  s e r v i c e ,  a c c i d e n t s ,  c o m p l a i n t  h a n d l i n g ,  
m e t e r  h i s t o r i e s ,  a n d  m e t e r  t e s t i n g  a r e  e x a m i n e d .  A l s o ,  c u s t o m e r  i n f o r m a t i o n  
s u c h  a s  b i l l i n g  c y c l e s ,  c o m p u t a t i o n  o f  l a t e  c h a r g e s  a n d  t e r m i n a t i o n  o f  s e r v i c e s  
a r e  r e v i e w e d .  A  s t a n d a r d i z e d  c h e c k l i s t  h a s  b e e n  a d o p t e d  b y  a l l  f o u r  
d e p a r t m e n t s .  H o w e v e r ,  t h e s e  f o r m s  h a v e  n o t  b e e n  q u a n t i f i e d  a s  p r e v i o u s l y  
r e c o m m e n d e d  b y  t h e  A u d i t  C o u n c i l .  
M O n i t o r i n g  o f  w a t e r  a n d  w a s t e w a t e r  F a c i l i t i e s  
P S C  h a s  n o t  c o n d u c t e d  c o m p l i a n c e  i n s p e c t i o n s  t o  e n s u r e  t h a t  w a t e r  a n d  
w a s t e w a t e r  f a c i l i t i e s  a r e  p r o v i d i n g  p r o p e r  a n d  a d e q u a t e  s e r v i c e .  A l s o ,  t h e  
C o m m i s s i o n  h a s  n o t  c o o r d i n a t e d  w i t h  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  E n v i r o n m e n t  
C o n t r o l  ( D H E C )  t o  m o n i t o r  t h e s e  f a c i l i t i e s .  A n  i n t e r a g e n c y  a g r e e m e n t  w i t h  D H E C  
w o u l d  h e l p  t o  e n s u r e  t h a t  P S C  i s  a w a r e  o f  p r o b l e m s  f o u n d  w i t h  t h e  p r i v a t e  
w a t e r  a n d  w a s t e w a t e r  c o m p a n i e s .  
T h e  c o m p l i a n c e  i n s p e c t i o n s  c o n d u c t e d  b y  P S C  a r e  l i m i t e d  t o  a d m i n i s t r a t i v e  
a r e a s ,  s u c h  a s  c o m p l a i n t s ,  c u s t o m e r  b i l l i n g  a n d  c a l c u l a t i o n  o f  r a t e  c h a n g e s .  
C h e c k s  n o t  i n c l u d e d  a r e  q u a l i t y  o f  s e r v i c e  a n d  m e t e r  t e s t i n g .  B e t w e e n  r a t e  
c a s e s ,  t h e  c o m p a n i e s  a r e  n o t  b e i n g  m o n i t o r e d  f o r  m a i n t e n a n c e ,  c o n d i t i o n  o f  
f a c i l i t y ,  s a f e t y ,  w a t e r  p r e s s u r e ,  a n d  o t h e r  i t e m s .  T h e  C o m m i s s i o n  r e l i e s  u p o n  
D H E C  t o  i n s p e c t  t h e  f a c i l i t i e s  f o r  c o m p l i a n c e  w i t h  t h e  S t a t e  S a f e  W a t e r  
D r i n k i n g  A c t  a n d  f o l l o w - u p  o n  c u s t o m e r  c o m p l a i n t s  t o  i n d i c a t e  p r o b l e m  a r e a s .  
T h e  f o l l o w i n g  i n d i c a t e s  t h e  n e e d  f o r  c o m p l i a n c e  i n s p e c t i o n s :  
I n  F e b r u a r y  1 9 8 1 ,  P S C  a p p r o v e d  t h e  t r a n s f e r  o f  s e r v i c e  f r o m  o n e  c o m p a n y  t o  
a n o t h e r .  B e t w e e n  1 9 8 1  a n d  1 9 8 5 ,  t h e  c o m p a n y  e n t e r e d  i n t o  a g r e e m e n t s  w i t h  
D H E C  t o  i m p r o v e  s e r v i c e  a n d  t h e r e b y  c o m p l y  w i t h  t h e  S t a t e  S a f e  W a t e r  
D r i n k i n g  A c t .  I n  F e b r u a r y  1 9 8 5 ,  P S C  a p p r o v e d  a  r a t e  i n c r e a s e  f o r  t h e  
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company. Then in January 1986, DHEC issued an Administrative Order 
against the company for noncompliance with the previous agreements. 
Despite past problems, PSC did not conduct a compliance review until May 
1986. 
In addition to PSC's responsibility to supervise the regulated utilities, 
§58-5-710 of the South Carolina Code of Laws allows the Commission to fine any 
water or wastewater company up to $100 a day for failure to provide adequate 
and proper service to its customers. Additionally, §58-5-720 requires 
companies to secure bonds to ensure that utilities provide adequate and 
sufficient service within their service areas. PSC also has the authority to 
call a company's bond and place it into receivership for failure to provide 
proper and adequate service. 
Without proper compliance inspections, which includes assurance that 
companies are in compliance with DHEC regulations, PSC is not ensuring the 
public that water and wastewater facilities are being properly and safely 
operated. 
SciJedllle for Qmpliance lnspectians 
The Telecommunications Department and Water and Wastewater Department have 
not established a schedule to ensure that the regulated utilities are inspected 
on a regular cycle. There is no systematic method for determining which 
companies are to be inspected. For example, a review of the Water and 
Wastewater Department compliance inspections for the last three fiscal years, 
FY 84-85 through FY 86-87, found that 67 inspections were performed. These 
inspections covered 46 (37%) of the approximately 124 regulated companies. 
Five companies were inspected once in each of the three years, while 78 (63%) 
were not inspected during the years examined. The Telecommunications 
Department conducted 64 inspections, which covered 24 (83%) of the 29 local 
telephone companies and 2 (33%) of the 6 radio common carriers. Three local 
telephone companies were inspected once in each year, 12 were inspected twice, 
while 11 were inspected once during the 3 years examined. 
The Utilities Division sets goals annually as to the number of compliance 
inspections to be performed. However, there is no schedule to ensure that the 
same companies are not inspected each year. According to PSC officials, the 
departments are working to develop a master schedule. The Gas Department 
expanded the scope of the compliance inspections in FY 85-86 to include the 
54 
r e g i o n a l  o f f i c e s .  T h i s  D e p a r t m e n t  i n s p e c t s  t h e  m a j o r i t y  o f  t h e  c o m p a n i e s  
a n n u a l l y .  
F o l l G W - - q >  o f  N o n c a t p l  i a n c e  
T h e  T e l e c o m m u n i c a t i o n s  D e p a r t m e n t  a n d  W a t e r  a n d  W a s t e w a t e r  D e p a r t m e n t  h a v e  
n o t  c o n d u c t e d  f o l l o w - u p  v i s i t s  o r  r e q u i r e d  p l a n s  o f  c o r r e c t i v e  a c t i o n  b y  t h e  
c o m p a n i e s  t o  e n s u r e  c o m p l i a n c e  w i t h  C o m m i s s i o n  r u l e s  a n d  r e g u l a t i o n s .  I n  
a d d i t i o n ,  t h e s e  d e p a r t m e n t s  h a v e  n o t  n o t i f i e d  t h e  c o m p a n i e s  i n  w r i t i n g  o f  t h e  
n o n c o m p l i a n c e  n o t e d ,  o r  r e q u e s t e d  a  p l a n  o f  c o r r e c t i v e  a c t i o n  f r o m  t h e  
c o m p a n i e s .  T h e  1 9 8 2  A u d i t  C o u n c i l  r e p o r t  r e c o m m e n d e d  t h a t  P S C  m o n i t o r  
c o r r e c t i v e  a c t i o n  t a k e n  b y  t h e  u t i l i t i e s .  
T h e  A u d i t  C o u n c i l  e x a m i n e d  c o m p l i a n c e  i n s p e c t i o n s  o f  t e l e p h o n e ,  w a t e r ,  a n d  
w a s t e w a t e r  c o m p a n i e s  c o n d u c t e d  b e t w e e n  F Y  8 4 - 8 5  a n d  F Y  8 6 - 8 7 .  T e n  ( 3 7 % )  o f  2 7  
t e l e p h o n e  c o m p a n i e s  w e r e  c i t e d  f o r  n o n c o m p l i a n c e .  T h e  W a t e r  a n d  W a s t e w a t e r  
D e p a r t m e n t  f o u n d  p r o b l e m s  w i t h  1 5  ( 3 3 % )  o f  4 6  c o m p a n i e s  a n d  5  w e r e  
r e i n s p e c t e d  2  y e a r s  l a t e r .  T h e  r e m a i n i n g  t e n  w a t e r  a n d  w a s t e w a t e r  c o m p a n i e s  
w e r e  n o t  r e v i s i t e d  t h e  f o l l o w i n g  y e a r  o r  r e q u i r e d  t o  s u b m i t  a  c o r r e c t i v e  a c t i o n  
p l a n .  N e i t h e r  t h e  T e l e c o m m u n i c a t i o n s  n o r  W a t e r  a n d  W a s t e w a t e r  D e p a r t m e n t s  
n o t i f i e d  t h e  c o m p a n i e s  i n  w r i t i n g  o f  d e f i c i e n c i e s  f o u n d .  N o n c o m p l i a n c e  w a s  
n o t e d  w i t h  c u s t o m e r  s e r v i c e ,  d e p o s i t  r e t e n t i o n ,  a n d  c o m p l a i n t  r e t e n t i o n .  I n  
c o n t r a s t ,  t h e  E l e c t r i c  a n d  G a s  D e p a r t m e n t s  h a v e  a  f o r m  l e t t e r  t o  i n f o r m  t h e  
c o m p a n y  o f  n o n c o m p l i a n c e  n o t e d  d u r i n g  t h e  i n s p e c t i o n .  A l s o ,  t h e  E l e c t r i c  
D e p a r t m e n t  h a s  a  p r o c e d u r e  i n  p l a c e  t o  e n s u r e  f o l l o w - u p  v i s i t s ;  t h e  G a s  
D e p a r t m e n t  i n s p e c t s  m o s t  c o m p a n i e s  o n  a n  a n n u a l  b a s i s  a n d  p r o c e d u r a l l y  e n s u r e s  
f o l l o w - u p  v i s i t s .  A c c o r d i n g  t o  a  P S C  o f f i c i a l ,  t h e  c o m p a n i e s  s h o u l d  b e  n o t i f i e d  
i n  w r i t i n g  o f  a n y  n o n c o m p l i a n c e  f o u n d .  
W o r k i n g  P a p e r s  f o r  Q u p l i a n c e  I D s p e e t i c u s  
T h e  E l e c t r i c  D e p a r t m e n t  a n d  W a t e r  a n d  W a s t e w a t e r  D e p a r t m e n t  d o  n o t  r e t a i n  
w o r k i n g  p a p e r s  t o  s u p p o r t  t h e i r  c o m p l i a n c e  i n s p e c t i o n s  f i n d i n g s .  B y  n o t  
*  *  
*  *  
*  
*  
*  *  
A s  o f  A u g u s t  1 9 8 7 ,  t h e  T e l e c o m m u n i c a t i o n s  D e p a r t m e n t  b e g a n  n o t i f y i n g  c o m p a n i e s  
i n  w r i t i n g  o f  n o n c o m p l i a n c e  a n d  r e q u e s t i n g  e x p l a n a t i o n  o r  c o r r e c t i v e  a c t i o n .  
A c c o r d i n g  t o  a  P S C  o f f i c i a l ,  a  f o r m  l e t t e r  h a s  b e e n  a d o p t e d  b y  t h e  W a t e r  a n d  
W a s t e w a t e r  D e p a r t m e n t .  
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I 
maintaining working papers, these departments lack documentation to support 
noncompliance by a utility. 
The United States Comptroller General Audit Standards have recognized the 
need for collection and retention of working papers during reviews or audits of 
an agency's activities (seep. 19). 
Clmclusion 
By not scheduling systematic reviews of companies and not maintaining 
working papers for compliance inspections, PSC is not effectively monitoring 
the regulated utilities. These inspections can point out problems before they 
occur. Without adequate supervision to monitor the corrective steps taken by 
the utilities to comply with mandates, PSC is not fulfilling its 
responsibility to supervise and regulate the public utilities. 
Recmmendatims 
(18) The Commission should expand its checklist of the water and 
wastewater facilities to include either PSC inspection for quality of 
service or coordination with :JEB:: to monitor the operations of the 
private water and wastewater facilities to ensure that the companies 
are operating according to Commission regulations. 
(19) The Commission should establish detailed written policies and 
procedures for conducting conpliance inspections. 
(20) The Commissioners should be informed of noncarpliance found during 
coopliance inspections. 
(21) The Commission should establish a compliance inspection schedule for 
each department to ensure that all regulated utilities are routinely 
and systematically inspected. 
(22) The Commission should ensure that public utilities are notified in 
writing when noncoopliance is found. The campanies should be 
required to respond with a plan of corrective action. A procedure to 
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e n s u r e  t h a t  f o l l o w - u p  v i s i t s  a r e  p e r f o r m e d  w h e n  n e e d e d  s h o u l d  b e  
i r r p l e m e n t e d .  
( 2 3 )  T h e  C o m m i s s i o n  s h o u l d  m a i n t a i n  w o r k i n g  p a p e r s  f o r  e a c h  c o m p l i a n c e  
i n s p e c t i o n  c o n d u c t e d .  
~laint ~li~Jr 
T h e  L e g i s l a t i v e  A u d i t  C o u n c i l  e x a m i n e d  t h e  c o m p l a i n t  h a n d l i n g  p r o c e d u r e s  
o f  t h e  f o u r  r e g u l a t o r y  d e p a r t m e n t s  w i t h i n  t h e  U t i l i t i e s  D i v i s i o n .  C o m p l a i n t  
p r o c e d u r e s  a r e  i n c l u d e d  a s  a  p a r t  o f  t h e  a g e n c y ' s  p o l i c i e s  a n d  p r o c e d u r e s  
m a n u a l .  H o w e v e r ,  t h e  m a n u a l  d o e s  n o t  i n c l u d e  p r o v i s i o n s  f o r  a n a l y z i n g  
c o m p l a i n t s  f o r  t r e n d s ,  t h e  u s e  o f  s h o w  c a u s e  h e a r i n g s  ( C o m m i s s i o n  o r d e r e d  
h e a r i n g  t o  r e c e i v e  i n f o r m a t i o n  f r o m  a  r e g u l a t e d  c o m p a n y ) ,  o r  f i n e s  f o r  t h e  
r e s o l u t i o n  o f  c o m p l a i n t s .  S e c t i o n  5 8 - 5 - 2 7 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s  
g i v e s  i n d i v i d u a l s  o r  g r o u p s  t h e  r i g h t  t o  f i l e  c o m p l a i n t s  c o n c e r n i n g  a n y  " p u b l i c  
u t i l i t y "  u n d e r  P S C ' s  j u r i s d i c t i o n .  P r o b l e m s  w e r e  f o u n d  w i t h  P S C ' s  c o m p l a i n t  
h a n d l i n g  i n  s e v e r a l  a r e a s .  
R e s o l u t i o n  o f  ~laints 
T h e  T e l e c o m m u n i c a t i o n s  D e p a r t m e n t  h a s  n o t  c l o s e d  o r  r e s o l v e d  7 4  o f  
a p p r o x i m a t e l y  4 , 8 0 0  c o m p l a i n t s  r e c e i v e d  b e t w e e n  J u l y  1 9 8 1  a n d  J u n e  1 9 8 6 .  T h e s e  
c o m p l a i n t s  h a v e  n o t  b e e n  r e s o l v e d  b e c a u s e  c o m p a n i e s  h a v e  f a i l e d  t o  r e s p o n d  t o  
P S C  i n q u i r i e s .  T h e  C o m m i s s i o n  w r o t e  t h e s e  c o m p a n i e s  r e q u e s t i n g  a  r e s p o n s e  
w i t h i n  1 4  d a y s  a s  r e q u i r e d  b y  P S C  r e g u l a t i o n s .  A l t h o u g h  t h e  C o m m i s s i o n  c a n  
h o l d  s h o w  c a u s e  h e a r i n g s  o r  f i n e  c o m p a n i e s  f o r  n o t  r e s p o n d i n g ,  n e i t h e r  r e s o u r c e  
h a s  b e e n  u s e d .  
T e l e p h o n e  c o m p a n i e s  a r e  r e q u i r e d  b y  § 5 8 - 9 - 3 9 0  t o  " o b e y  a n d  c o m p l y  w i t h  
e a c h  a n d  e v e r y  r e q u i r e m e n t  o f  e v e r y  o r d e r ,  d e c i s i o n ,  d i r e c t i o n ,  r u l e  o r  
r e g u l a t i o n  m a d e  o r  p r e s c r i b e d  b y  t h e  C o m m i s s i o n  i n  t h e  p e r f o r m a n c e  o f  i t s  
d u t i e s  • • • •  "  T h i s  s e c t i o n  a l s o  s t a t e s  t h a t  t e l e p h o n e  u t i l i t i e s  " s h a l l  d o  
e v e r y t h i n g  n e c e s s a r y  o r  p r o p e r  i n  o r d e r  t o  s e c u r e  c o m p l i a n c e  w i t h  a n d  
o b s e r v a n c e  o f  e v e r y  s u c h  o r d e r ,  d e c i s i o n ,  d i r e c t i o n ,  r u l e  o r  r e g u l a t i o n  b y  a l l  
o f  i t s  o f f i c e r s ,  a g e n t s  a n d  e m p l o y e e s . "  A c c o r d i n g  t o  § 5 8 - 9 - 1 6 1 0 ,  P S C  c a n  f i n e  
c o m p a n i e s  b e t w e e n  $ 2 5  a n d  $ 5 0 0  a  d a y  f o r  n o n c o m p l i a n c e  w i t h  t h e  a p p l i c a b l e  
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statutory requirements of the telecommunication industry and also, Commission 
rules, regulations, orders or provisions. 
According to the Telecommunications Department staff, repeated attempts to 
reconcile these complaints with the involved companies have not been 
successful. These telephone companies were also notified in writing and 
requested to respond to the Commission regarding the complaints. One official 
stated that the open complaints could have resulted from companies neglecting 
to notify the Commission after resolving the complaint directly with the 
complainant or through a clerical error in the complaint logging procedures. 
The Director of the Utilities Division stated that these complaints should 
have been resolved by the Department. If this were not possible, he would have 
requested the Commissioners to hold a show cause hearing. He stated penalties 
were probably unnecessary. However, PSC could have levied fines of over 
$1 million for failure to respond to Commission rules and regulations. 
Cmplaint Analysis 
The Utilities Division has not analyzed complaints to identify problem 
areas, as was recommended in the 1982 Audit Council report. PSC has neither 
enacted policies to ensure that each department analyzes complaints nor 
detailed what should be included in the analysis. One of the means by which 
the Commission could supervise public utility service would be by complaint 
analysis to identify existing or potential problems. Although the Division 
sorts complaints according to type, company, and location, no analysis is 
performed. The Commissioners receive an annual summary of the number of 
complaints by type received by each department. 
Mmi toring of Cmplaints Received by Oupanies 
PSC does not monitor complaints that are made by consumers directly to the 
regulated utilities. This is because regulations regarding information 
required by the Commission differ among the utilities, and the compliance 
* * * * * * * * 
According to PSC, as of May 1988, the Telecommunications Department has closed 
or resolved 29 of the 74 complaints and is continuing in its effort to close or 
resolve the· remainder of the complaints. 
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i n s p e c t i o n s  w h i c h  e x a m i n e  c o m p l a i n t s  r e c e i v e d  b y  t h e  c o m p a n i e s  a r e  n o t  
p e r f o r m e d  o n  a  p e r i o d i c  b a s i s  ( s e e p .  5 4 ) .  T h e r e f o r e ,  t h e  C o m m i s s i o n e r s  a r e  
n o t  i n f o r m e d  a b o u t  t h e s e  c o m p l a i n t s .  
T h e  C o m m i s s i o n  h a s  p r o m u l g a t e d  r e g u l a t i o n s  w h i c h  r e q u i r e  t h e  r e g u l a t e d  
u t i l i t i e s  t o  k e e p  r e c o r d s  o f  a l l  c o m p l a i n t s  f i l e d  b y  t h e i r  c u s t o m e r s .  
R e g u l a t i o n s  1 0 3 - 5 1 6  a n d  1 0 3 - 7 1 6  o f  t h e  w a s t e w a t e r  a n d  w a t e r  u t i l i t i e s ,  
r e s p e c t i v e l y ,  r e q u i r e  a n  a n n u a l  s u m m a r y  o f  t h e  c o m p l a i n t s  u n r e s o l v e d  f o r  t e n  o r  
m o r e  d a y s  t o  b e  f i l e d  w i t h  t h e  C o m m i s s i o n .  H o w e v e r ,  t h e  o t h e r  u t i l i t i e s  ~ 
n o t  r e q u i r e d  t o  s u b m i t  s u c h  a  s u m m a r y .  T h e  t e l e c o m m u n i c a t i o n s  c o m p a n i e s  a r e  
r e q u i r e d  t o  f i l e  q u a r t e r l y  " t r o u b l e  s h o o t i n g "  r e p o r t s  o n  s e r v i c e .  
C o m p l a i n t s  m a d e  t o  c o m p a n i e s  m a y  b e  r e v i e w e d  w h e n  t h e r e  i s  a  r a t e  c a s e  o r  
a  c o m p l i a n c e  i n s p e c t i o n  p e r f o r m e d .  H o w e v e r ,  C o m m i s s i o n  s t a f f  d o e s  n o t  
r o u t i n e l y  o r  s y s t e m a t i c a l l y  m o n i t o r  t h e s e  c o m p l a i n t s  o r  r e p o r t  t o  t h e  
C o m m i s s i o n e r s  a s  r e c o m m e n d e d  i n  t h e  1 9 8 2  A u d i t  C o u n c i l  r e p o r t .  
O m c l u s i 0 1 1  
B y  n o t  p r o p e r l y  r e s o l v i n g ,  a n a l y z i n g ,  a n d  m o n i t o r i n g  c o m p l a i n t s ,  t h e  
C o m m i s s i o n  i s  n o t  c o m p l y i n g  w i t h  i t s  m a n d a t e  t o  s u p e r v i s e  a n d  r e g u l a t e  t h e  
p u b l i c  u t i l i t i e s .  A s  a  r e s u l t ,  t h e  C o m m i s s i o n  c o u l d  b e  r e a c t i n g  t o  p r o b l e m s  
a n d  c o m p l a i n t s  c o n c e r n i n g  p u b l i c  u t i l i t i e s  i n s t e a d  o f  a n t i c i p a t i n g  t h e m  a n d  
t a k i n g  p r e v e n t i v e  m e a s u r e s .  T h e  r e s u l t s  o f  i n a d e q u a t e  m o n i t o r i n g  o f  c o m p l a i n t s  
c a n  i n c l u d e  t h e  p u b l i c  b e i n g  s u b j e c t e d  t o  s u b s t a n d a r d  s e r v i c e ,  i n a c c u r a t e  
b i l l i n g ,  a n d  i n a d e q u a t e  c u s t o m e r  r e l a t i o n s  b y  t h e  u t i l i t y .  W h e n  c o m p l a i n t s  
r e m a i n  u n r e s o l v e d ,  p u b l i c  c o n f i d e n c e  i n  t h e  C o m m i s s i o n ' s  r e g u l a t o r y  o v e r s i g h t  
i s  d i m i n i s h e d .  
R e c m m e n d a t  i o n s  
( 2 4 )  T h e  C o m m i s s i o n  s h o u l d  e n s u r e  t h a t  a l l  c o m p l a i n t s  r e c e i v e d  a r e  
r e s o l v e d  i n  a  t i m e l y  m a n n e r .  T h e  C o m m i s s i o n  s h o u l d  c o n s i d e r  h o l d i n g  
a  s h o w  c a u s e  h e a r i n g  o r  i m p o s i n g  f i n e s  i f  c o m p a n i e s  d o  n o t  r e s p o n d  t o  
a  c o m p l a i n t  i n  t h e  r e q u i r e d  1 4  d a y s  o r  i f  t h e  c o m p l a i n t  c a n n o t  b e  
r e s o l v e d .  
( 2 5 )  T h e  U t i l i t i e s  D i v i s i o n  s h o u l d  e s t a b l i s h  d e t a i l e d  p o l i c i e s  a n d  
p r o c e d u r e s  f o r  r e s o l v i n g  a n d  a n a l y z i n g  c o m p l a i n t s .  
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(26) The Cmmission should analyze canplaints on an annual basis to 
detennine problems or trends concerning public utilities. 
Recommendations to findings should be reported to the Commissioners 
and the problem utility for corrective action. 
(27) The Commission should promulgate consistent regulations among the 
regulatory departments which ensure that complaints received· and 
processed by regulated utilities are reported to the Commission on 
at least an annual basis. 
Inconsistent Statutes and :Regulaticms AoaJg the Uti If ties 
The 1982 Audit Council report recommended revision of PSC's statutory base 
in several areas. The Commission's regulatory responsibilities continue to 
contain such phrases as "in the public interest," "just and reasonable," and 
"public convenience and necessity." The Council recommended that more 
definitive statements outlining goals, objectives, and specific desired 
results be developed. Private consultants also made similar recommendations as 
far back as 1970. 
In addition, the statutes and regulations governing PSC's powers for the 
regulated public utilities are inconsistent in several areas. There are 
statutory provisions for fines of all utility companies for noncompliance with 
statutes, rules and regulations, and Commission orders. However, the amounts 
of the fines for the same offense vary among the utilities (see Table 5). 
Additionally, the electric companies are prohibited from discriminatory rate 
practices, but telephone companies can offer discounted rates to employees and 
retirees. 
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T y p e  o f  U e U i e y  
W a t e r ,  W a s t e w a t e r ,  
&  G a s  
W a t e r  &  W a s t e w a t e r  
T e l e c o m m u n i c a t i o n s  
T e l e c o m m u n i c a t i o n s  
E l e c t r i c  
E l e c t r i c  
T A B L E  5  
C O M P A R I S O W  O F  S T A T U T O R Y  P R O Y I S I O W S  
O F  F I W E S  A W D  P E W A L T I E S  F O R  T B E  U T I L I T I E S  
S e c  c i o n  
. 5 8 - 5 - 3 7 0  
5 8 - 5 - 7 1 0  
5 8 - 9 - 1 6 1 0  
5 8 - 9 - 1 6 2 0  
5 8 - 2 4 - 2 4 1 0  
5 8 - 2 4 - 2 4 2 0  
R e a s o n  f o r  P e n a l e z  
C h a r g i n g  a  h i g h e r  r a t e  t h a n  t h o s e  
f i x e d  b y  C o m m i s s i o n .  
I n a d e q u a t e  o r  i m p r o p e r  s e r v i c e .  
N o n c o m p l i a n c e  w i t h  C o m m i s s i o n  
s t a t u t e s ,  r u l e s ,  r e g u l a t i o n s ,  
a n d  o r d e r s .  
E a c h  v i o l a t i o n  o f  1 5 8 - 9 - 1 6 1 0  a n d  
e a c h  d a y  o f  a  c o n t i n u i n g  v i o l a t i o n  
i s  a  s e p a r a t e  o f f e n s e .  
N o n c o a p l i s n c e ·  w i t h  C o m m i s s i o n  
s t a t u t e s ,  r u l e s ,  r e g u l a t i o n s ,  
a n d  o r d e r s .  
E a c h  v i o l a t i o n  o f  1 5 8 - 2 4 - 2 4 1 0  a n d  
e a c h  d a y  o f  a  c o n t i n u i n g  v i o l a t i o n  
i s  a  s e p a r a t e  o f f e n s e .  
A a o u n t  
$ 2 5  t o  $ 1 0 0  
N o  m o r e  t h a n  
$ 1 0 0  p e r  d a y  
$ 2 5  t o  $ 5 0 0  
$ 2 5  t o  $ 5 0 0  
$ 1 0 0  t o  $ 5 , 0 0 0  
$ 1 0 0  t o  $ 5 ,  0 0 0  
T h e  C o m m i s s i o n  h a s  p r o m u l g a t e d  r e g u l a t i o n s  f o r  t h e  w a t e r  a n d  w a s t e w a t e r  
c o m p a n i e s  r e q u i r i n g  r e p o r t s  n o t  r e q u i r e d  o f  t h e  o t h e r  u t i l i t i e s .  F o r  e x a m p l e ,  
t h e  w a t e r  a n d  w a s t e w a t e r  c o m p a n i e s  a r e  r e q u i r e d  t o  f i l e  a  r e p o r t  a n n u a l l y  o n  
c o m p l a i n t s  w h i c h  w e r e  u n r e s o l v e d  f o r  t e n  o r  m o r e  d a y s .  T h i s  i s  n o t  r e q u i r e d  o f  
t h e  o t h e r  r e g u l a t e d  u t i l i t i e s .  A l s o ,  t h e  t e l e c o m m u n i c a t i o n s  c o m p a n i e s  m u s t  
f i l e  q u a r t e r l y  " t r o u b l e  s h o o t i n g "  r e p o r t s .  F u r t h e r  i n c o n s i s t e n c i e s  a r e  n o t e d  
w i t h i n  t h e  r e g u l a t i o n s  r e q u i r i n g  t h e  c o m p a n i e s  t o  i n f o r m  a  c u s t o m e r  w h o  h a s  
f i l e d  a  c o m p l a i n t  t h a t  h e  m a y  n o t i f y  P S C  o f  h i s  c o m p l a i n t .  T h e  w a t e r  
c o m p a n i e s  m u s t  n o t i f y  a  c u s t o m e r  i f  a  c o m p l a i n t  h a s  n o t  b e e n  r e s o l v e d  a f t e r  
s e v e n  d a y s ,  w h i l e  t h e  o t h e r  u t i l i t i e s  h a v e  n o  s p e c i f i e d  t i m e  f r a m e .  
A c c o r d i n g  t o  c o m m e n t s  o f  t h e  F e d e r a l  T r a d e  C o m m i s s i o n  s t a f f ,  § 5 8 - 2 7 - 6 5 0  
m a y  n o t  p r o m o t e  c o m p e t i t i o n .  T h i s  s e c t i o n  d o e s  n o t  a l l o w  t h e  C o m m i s s i o n  t o  
c o n s i d e r  r a t e s  w h e n  a s s i g n i n g  s e r v i c e  t e r r i t o r i e s  t o  u t i l i t i e s .  C o n s i d e r a t i o n  
o f  t h i s  i n f o r m a t i o n  c o u l d  a l l o w  f o r  l i m i t e d  c o m p e t i t i o n  b e t w e e n  u t i l i t i e s ,  
t h e r e b y  i m p r o v i n g  c o n s u m e r  w e l f a r e  b y  t h e  p r o v i s i o n  o f  s e r v i c e  a t  a  l o w e r  
c o s t .  
I n c o n s i s t e n c y  w i t h i n  t h e  s t a t u t o r y  b a s e  w a s  a d d r e s s e d  i n  t h e  1 9 8 2  A u d i t  
C o u n c i l  r e p o r t  a n d  s o m e  s t a t u t o r y  c h a n g e s  h a v e  b e e n  m a d e .  H o w e v e r ,  t h e  a b o v e  
a r e  i l l u s t r a t i o n s  o f  i n c o n s i s t e n c i e s  o r  p o s s i b l e  r e s t r i c t i o n s  w h i c h  s t i l l  
6 1  
exist. The absence of a uniform code of statutes makes interpretation of PSC's 
role in the regulatory process difficult. 
R.ee« *"'B odat ion 
(28) The South Carolina Reorganization Camtission and the Public Service 
COmmission should consider recommending needed statutory revisions 
for PSC during the sl.D'lset review. 
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C H A P T E R  I V  
A D M I N I S T R A T I O N  
T h e  f o l l o w i n g  p r o b l e m s  w e r e  f o u n d  i n  t h e  a d m i n i s t r a t i o n  o f  t h e  P u b l i c  
S e r v i c e  C o m m i s s i o n .  
Q m n i s s i o n  M : u i : J e r s b . i p  
T h e r e  a r e  n o  m i n i m u m  e d u c a t i o n  o r  e x p e r i e n c e  r e q u i r e m e n t s  f o r  P S C  
C o m m i s s i o n e r s .  T h e r e  a r e  n o  r e q u i r e m e n t s  t o  h a v e  e c o n o m i s t s ,  a c c o u n t a n t s ,  
l a w y e r s ,  o r  o t h e r  s p e c i a l i s t s  o n  t h e  P u b l i c  S e r v i c e  C o m m i s s i o n .  P r e s e n t  
C o m m i s s i o n  m e m b e r s  h a v e  b a c k g r o u n d s  i n  r e t a i l  b u s i n e s s ,  a c c o u n t i n g ,  f a r m i n g ,  
a n d  g o v e r n m e n t .  
S t a t e  l a w  e s t a b l i s h i n g  P S C  d o e s  n o t  r e q u i r e  m e m b e r s  t o  h a v e  a n y  s p e c i a l  
a r e a  o f  e x p e r t i s e ,  b u t  r e q u i r e s  a  s e l e c t i o n  p a n e l  t o  c o n s i d e r  n o m i n a t i n g  
a p p l i c a n t s  w i t h  a  s p e c i a l  e x p e r t i s e .  ( N o m i n e e s  a r e  e l e c t e d  b y  t h e  G e n e r a l  
A s s e m b l y . )  S e c t i o n  5 8 - 3 - 2 5  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s  s t a t e s  i n  p a r t :  
I n  s e l e c t i n g  p e r s o n s  f o r  n o m i n a t i o n  t o  t h e  P u b l i c  S e r v i c e  C o m m i s s i o n ,  
t h e  m e r i t  s e l e c t i o n  p a n e l  s h a l l  c o n s i d e r  t h e  k n o w l e d g e  a n d  e x p e r i e n c e  
o f  t h e  p o t e n t i a l  a p p o i n t e e s  i n  s u c h  v a r i e d  f i e l d s  a s  b u s i n e s s ,  
g o v e r n m e n t ,  a c c o u n t i n g ,  l a w ,  e n g i n e e r i n g ,  s t a t i s t i c s ,  c o n s u m e r  
a f f a i r s  a n d  f i n a n c e .  
T h e  C o u n c i l  r e v i e w e d  C o m m i s s i o n  r e q u i r e m e n t s  o f  t h r e e  n e a r b y  s t a t e s .  
G e o r g i a  c o m m i s s i o n e r s  a r e  e l e c t e d  b y  p o p u l a r  e l e c t i o n .  F l o r i d a  h a s  a  m e r i t  
s e l e c t i o n  p a n e l  w h i c h  n o m i n a t e s  n o  f e w e r  t h a n  t h r e e  p e r s o n s  f o r  e a c h  v a c a n c y .  
T h e s e  n o m i n e e s  a r e  s u b m i t t e d  t o  t h e  G o v e r n o r ,  w h o  a p p o i n t s  a  c o m m i s s i o n e r ,  
s u b j e c t  t o  S e n a t e  c o n f i r m a t i o n .  N o r t h  C a r o l i n a  c o m m i s s i o n e r s  a r e  a p p o i n t e d  b y  
t h e  G o v e r n o r ,  s u b j e c t  t o  a p p r o v a l  o f  t h e  G e n e r a l  A s s e m b l y .  
O t h e r  s t a t e  r e g u l a t o r y  b o a r d s  r e q u i r e  t h a t  m e m b e r s  p o s s e s s  c e r t a i n  
q u a l i f i c a t i o n s .  F o r  e x a m p l e ,  s t a t e  l a w  r e q u i r e s  t h e  A u d i t  C o u n c i l  t o  h a v e  a  
p r a c t i c i n g  c e r t i f i e d  p u b l i c  a c c o u n t a n t  a s  o n e  o f  i t s  t h r e e  p u b l i c  m e m b e r s .  
P S C  o v e r s e e s  p r i v a t e  c o m p a n i e s  w i t h  a n n u a l  r e v e n u e s  o f  a p p r o x i m a t e l y  
$ 3 . 7  b i l l i o n .  M o r e  m e m b e r s  s p e c i a l i z i n g  i n  l a w ,  a c c o u n t i n g ,  e c o n o m i c s ,  o r  
o t h e r  r e l a t e d  p r o f e s s i o n s  w o u l d  a l l o w  f o r  s p e c i f i c  e x p e r t i s e  i n  C o m m i s s i o n  
d e c i s i o n  m a k i n g .  A l s o ,  m o r e  p r o f e s s i o n a l s  o n  t h e  C o m m i s s i o n  c o u l d  i m p r o v e  
p u b l i c  c o n f i d e n c e  i n  P S C  d e c i s i o n s .  
6 3  
~tion 
(29) The Audit Council recommends that the Public Service Merit Selection 
Panel consider persons with expertise in accounting, law, consumer 
affairs, or other professional areas when nominating persons to be 
elected to the Public Service COmmission. 
~lifications of Staff 
PSC has hired and promoted individuals whose training and experience did 
not meet minimum class specifications for the positions. As a result, 
positions have been filled with unqualified individuals. 
The Audit Council requested that the Budget and Control Board's Division 
of Human Resource Management (HRM) examine the qualifications of. 56 employees. 
These 56 employees primarily included supervisory positions and all 
transportation inspectors. Ten (18%) of 56 positions reviewed were filled by 
employees whose education or experience did not meet minimum job specifications 
at the time of appointment. For example: 
A review of PSC's transportation inspectors revealed that 5 (14%) of the 
35 examined were not qualified for the positions held. All five hold 
supervisory positions in the Safety and Enforcement Division. These 
employees did not meet the job specifications because they do not have 
high school diplomas. 
Five other individuals did not meet minimum requirements, including three 
who are department supervisors. 
HRM Regulation 701.04 requires agencies to fill positions with applicants 
that meet minimum training and experience specifications. Also, the regulation 
requires agencies to seek approval from the HRM Director when filling a 
position with an applicant that does not meet these specifications. The State 
Human Resource Management Director has authority to approve equivalent 
qualifications as may be appropriate. 
These specifications are a combination of education and experience 
generally associated with the attainment of the minimum knowledge, skills, and 
abilities necessary to function in the position. When these specifications are 
not met, PSC cannot ensure that it is filling the vacancy with the most 
qualified individual available. 
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R e c m m e n d a t i o n  
( 3 0 )  P S C  s h o u l d  f i l l  p o s i t i o n s  w i t h  i n d i v i d u a l s  w h o  m e e t  m i n i m u m  t r a i n i n g ,  
e x p e r i e n c e ,  a n d  e d u c a t i o n a l  r e q u i r e m e n t s  f o r  t h e  p o s i t i o n s .  
A s s e s s m e n t  o f  T r a n s p o r t a t i o n  f o r  A d n i n i s t r a t i v e  C o s t s  
M o t o r  c a r r i e r s  h a v e  n o t  b e e n  c h a r g e d  f o r  t h e  e x p e n s e s  o f  P S C ' s  
A d m i n i s t r a t i o n  D i v i s i o n ,  r e s u l t i n g  i n  a n  o v e r a s s e s s m e n t  o f  r e g u l a t e d  u t i l i t y  
c o m p a n i e s .  U t i l i t i e s  a r e  b e a r i n g  1 0 0 %  o f  t h e s e  c o s t s .  
T h e  U t i l i t i e s  D i v i s i o n  ( E l e c t r i c ,  G a s ,  T e l e c o m m u n i c a t i o n s ,  a n d  W a t e r  a n d  
W a s t e w a t e r  D e p a r t m e n t s )  w a s  a s s e s s e d  $ 1 , 2 3 6 , 0 4 8  f o r  F Y  8 6 - 8 7  t o  s u p p o r t  P S C ' s  
A d m i n i s t r a t i o n  D i v i s i o n .  T h i s  D i v i s i o n  p r o v i d e s  s u p p o r t  f o r  b o t h  U t i l i t i e s  a n d  
T r a n s p o r t a t i o n ,  a s  w e l l  a s  s u p p o r t i n g  a l l  c o s t s  o f  P S C  C o m m i s s i o n e r s  w h o  u s e d  
t h e i r  t i m e  f o r  b o t h  D i v i s i o n s .  I n  F Y  8 6 - 8 7 ,  t h e  U t i l i t i e s  D i v i s i o n ' s  b u d g e t  
w a s  $ 1 , 4 0 2 , 0 3 7  ( 4 2 %  o f  t o t a l  p r o g r a m  c o s t s )  a n d  t h e  T r a n s p o r t a t i o n  D i v i s i o n ' s  
w a s  $ 1 , 9 6 5 , 3 9 5  ( 5 8 %  o f  t o t a l  p r o g r a m  c o s t s ) .  B a s e d  o n  t h e s e  p e r c e n t a g e s ,  
T r a n s p o r t a t i o n  s h o u l d  p a y  a p p r o x i m a t e l y  $ 7 1 6 , 9 0 8  t o  d e f r a y  a d m i n i s t r a t i v e  
c o s t s .  S e c t i o n  5 8 - 2 3 - 6 3 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s  r e q u i r e s :  
A l l  l i c e n s e  f e e s  f o r  t h e  o p e r a t i o n  o f  m o t o r  v e h i c l e s  f o r  h i r e  
c o l l e c t e d  b y  t h e  C o m m i s s i o n  p u r s u a n t  t o  t h e  p r o v i s i o n s  o f  t h i s  
a r t i c l e  s h a l l  b e  d e p o s i t e d  i n  t h e  S t a t e  T r e a s u r y  a n d  t h e r e  s h a l l  b e  
t r a n s f e r r e d  f r o m  s u c h  c o l l e c t i o n s  t o  t h e  g e n e r a l  f u n d  o f  t h e  S t a t e  s o  
m u c h  a s  i s  e s t i m a t e d  t o  c o v e r  t h e  c o s t s  o f  a d m i n i s t r a t i o n  a n d  
c o l l e c t i o n  o f  s u c h  f e e s .  
I n  a  1 9 8 2  r e v i e w  o f  P S C ,  t h e  A u d i t  C o u n c i l  r e c o m m e n d e d  t h a t  t h e  T r a n s p o r t a t i o n  
D i v i s i o n  b e  a s s e s s e d  i t s  s h a r e  o f  a d m i n i s t r a t i v e  c o s t s .  
F e e s  g e n e r a t e d  f r o m  m o t o r  c a r r i e r  r e g i s t r a t i o n  s t a m p s ,  l i c e n s e  t a g s ,  a n d  
m o t o r  c a r r i e r  r o a d  t a x e s  a r e  u s e d  t o  d e f r a y  t h e  c o s t s  o f  t h e  T r a n s p o r t a t i o n  
D i v i s i o n  a l o n e .  R e v e n u e  r e m a i n i n g  a f t e r  p a y i n g  t h e s e  c o s t s  i s  d i s t r i b u t e d  t o  
c i t i e s  a n d  t o w n s .  I n  F Y  8 6 - 8 7 ,  $ 9 5 6 , 6 8 8  w a s  d i s t r i b u t e d .  I f  t h e  
T r a n s p o r t a t i o n  D i v i s i o n  w a s  a s s e s s e d  i t s  a d m i n i s t r a t i v e  c o s t s ,  o n l y  $ 2 3 9 , 7 8 1  
w o u l d  h a v e  b e e n  d i s t r i b u t e d .  T h e r e f o r e ,  i f  P S C  c o m p l i e d  w i t h  s t a t e  l a w  
p e r t a i n i n g  t o  a d m i n i s t r a t i v e  c o s t s ,  f e w e r  f u n d s  w o u l d  b e  a v a i l a b l e  f o r  c i t i e s  
a n d  t o w n s .  A c c o r d i n g  t o  P S C ,  t h e  r e g u l a t e d  m o t o r  c a r r i e r s  h a v e  n e v e r  p a i d  a  
p o r t i o n  o f  t h e  A d m i n i s t r a t i o n  D i v i s i o n  e x p e n s e s .  
6 5  
Reccmnendation 
{31) PSC should assess IIX>tor carriers for their "fair share" of agency 
administrative costs. 
Collection of Public Service Calmission AssesSIDE!Ilts 
PSC industry assessments have not been paid to the State Treasurer in a 
timely manner. This problem was identified in the 1982 Audit Council report. 
During FY 85-86 and FY 86-87, eight counties either did not collect or remit 
all assessments for the regulation of public utilities by PSC to the State 
Treasurer. These regulated industries were assessed $6.6 million; however, 
$141,417 has not been received by the State Treasurer (see Table 6). 
Regulated utilities and railroads in each county are assessed a pro rated 
amount based on the annual gross cash receipts as reported to the Commission by 
the company. The assessments of regulated utilities are divided between PSC's 
Administrative Division and the respective departments of the Utilities 
Division. 
Section 58-3-100 of the South Carolina Code of Laws states, in part: 
Such assessments shall be charged against such companies, ••• and 
be collected by the several county treasurers in the manner provided 
by law for the collection of taxes from such companies and shall be 
paid by the county treasurers as collected into the State Treasurer 
in the manner as other taxes collected by them for the State. 
According to a PSC attorney, the Commission does not have statutory authority 
to collect the unpaid assessments from either the counties or the companies 
which are delinquent. 
Table 6 displays the status of unpaid assessments for FY 85-86 and 
FY 86-87. 
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T A B L J :  6  
U R P A I D  P S C  A S S I S S K E R T S  I T  C O U W T T  
P T  8 . 5 - 8 6  
F T  8 6 - 8 7  
R u a b e r  o f  
U a p a i d  R u a b e r  o f  
U a p a i c l  
C o u a t . I , . . _ _  
C o a 2 a a i e a  
. l . a a e a a a e a t a  D u e  
C o a p a a i e a  A a a e a a a e a t a  D u e  
T o t a l  
B e a u f o r t  
-
$  
-
1  $  2 , 4 8 2 . 3 4  
$  
2 , 4 8 2 . 3 4  
C h a r l e s t o n  
1  2 2 8 . 0 4  
- -
2 2 8 . 0 4  
G e o r g e t o w n  
- -
1  
2 . 6 3  
2 . 6 3  
G r e e n v i l l e  
2  1 0 3 , 2 0 8 . 6 8  
3  
3 , 5 3 9 . 2 9  
1 0 6 , 7 4 7 . 9 7  
L e x i n g t o n  
4  
2 , 9 1 8 . 2 1  
9  
3 , 6 7 7 . 1 9  
6 , 5 9 5 . 4 0  
O r a n g e b u r g  
-
-
1  3 6 . 7 4  
3 6 . 7 4  
R i c h l a n d  
5  
1 0 , 6 0 5 . 1 7  
5  
1 3 , 6 2 9 . 2 8  
2 4 , 2 3 4 . 4 5  
S p a r t a n b u r g  
2  5 3 6 . 7 8  
2  
5 5 3 . 0 1  1 , 0 8 9 . 7 9  
T O T A L S  
1 4  $ 1 1 7 , 4 9 6 . 8 8  
2 2  $ 2 3 , 9 2 0 . 4 8  
$ 1 4 1 , 4 1 7 . 3 6  
S o u r c e :  O f f i c e  o f  t h e  C o a p t r o l l e r  G e n e r a l .  
R e c « • i i • M U : J a t  i o n s  
( 3 2 )  T h e  G e n e r a l  A s s a n b l y  s h o u l d  c o n s i d e r  e n a c t i n g  l e g i s l a t i o n  t o  a l l o w  
t h e  C O m m i s s i o n  t o  r e v o k e  c e r t i f i c a t e s  o f  p u b l i c  c o n v e n i e n c e  a n d  
n e c e s s i t y  o f  c a r p a n i e s  n o t  p a y i n g  P S C  a s s e s s m e n t s  t o  c o u n t y  
t r e a s u r e r s ,  a n d  a l l o w  P S C  t o  c a l l  a  c m p a n y ' s  b o n d  t o  p a y  d e l i n q u e n t  
a s s e s s m e n t s .  
( 3 3 )  T h e  G e n e r a l  A s s e m b l y  s h o u l d  c o n s i d e r  a m e n d i n g  § 5 8 - 3 - 1 0 0  o f  t h e  S o u t h  
c a r o l i n a  C o d e  o f  L a w s  t o  p r o v i d e  f o r  t h e  a s s e s s m e n t  o f  l a t e  p e n a l t i e s  
a g a i n s t  c o u n t i e s  t h a t  d o  n o t  r e m i t  a s s e s s m e n t s  t o  t h e  S t a t e  T r e a s u r e r  
W h e n  t h e  c o u n t i e s  c o l l e c t  t h e  a s s e s s m e n t s .  
U S e  o f  S t a t e  V e h i c l e  
P S C  h a s  n o t  p r o p e r l y  j u s t i f i e d  t h e  p e r m a n e n t  a s s i g n m e n t  o f  a  s t a t e  v e h i c l e  
t o  t h e  A s s i s t a n t  D i r e c t o r  o f  T r a n s p o r t a t i o n .  T h e  A s s i s t a n t  D i r e c t o r  w o r k s  i n  
a n  a d m i n i s t r a t i v e  c a p a c i t y  a n d  d o e s  n o t  m e e t  D i v i s i o n  o f  M o t o r  V e h i c l e  
M a n a g e m e n t  ( D M V M )  a u t o m o b i l e  a s s i g n m e n t  r e q u i r e m e n t s .  
S e c t i o n  1 - 1 1 - 2 7 0  o f  t h e  S o u t h  C a r o l i n a  C o d e  o f  L a w s  r e q u i r e s  t h e  B u d g e t  
a n d  C o n t r o l  B o a r d  ( B & C B )  t o  e s t a b l i s h  c r i t e r i a  f o r  t h e  a s s i g n m e n t  o f  m o t o r  
v e h i c l e s  t o  i n d i v i d u a l s .  B & C B  R e g u l a t i o n  1 9 - 6 0 3  e s t a b l i s h e d  a s s i g n m e n t  
c r i t e r i a  i n c l u d i n g :  
6 7  
Travel requirements of an appropriate number of official business miles as 
determined by the Board (currently 18~000 miles annually). 
Full-time line enforcement officers. 
According to the Assistant Director's records~ B&CB mileage requirements 
for individual car assignments were not met. For the years November 1~ 1985 
through October 31~ 1986 and November 1~ 1986 through October 31~ 1987~ he 
drove the car on official business approximately 8~971 (34%) of 26,102 and 
6~080 (24%) of 25~624 miles~ respectively. Personal mileage for these two 
years was 17~131 and 19~544. 
The Assistant Director of Transportation stated he was assigned a car 
because of his law enforcement functions. However~ according to the Acting 
Executive Director~ the Assistant Director functions in an administrative 
position. Also~ the Assistant Director's position questionnaire (PQ) contains 
no specific law enforcement duties. In addition, even though the Assistant 
Director's PQ states that he is. on 24-hour call~ his records indicated that 
from November 1985 to November 1987 he worked on 11 off-duty hours. A 1983 
DMVM management review stated that the frequency of actual call-back and the 
urgency of employee availability should be reviewed annually to determine 
necessity of a car. 
According to DMVM~ state-owned vehicles should be used only for official 
state business. Assignment of a state vehicle should not be made for the 
personal convenience or prestige of an employee. 
Recomendation 
{34) PSC should review automobile assignments to detennine if job duties 
of the Assistant Director of Transportation warrant pennanent 
assignnent of an automobile. 
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APPENDIX A 
SUNSET ISSUES AND FINDINGS 
Act 608 of 1978 requires the Audit Council to address the following eight 
issues in the review of. agencies covered under the Sunset Act. The issues and 
the Council's responses are presented below. 
{1) Detemdne the 8111DU1lt of the increase or redo.ction of costs of goods and 
services caused by the adninistering of the progrmos or fmlctims of the agency 
under review. 
Between FY 84-85 and FY 86-87, 249 motor carrier rate increases were 
awarded. PSC does not keep records of the total amount of these increases. In 
addition, over 400 rate reductions were requested and approved by PSC. In 
FY 86-87, PSC assessed motor carriers approximately $3 million to pay costs of 
regulation. 
Since 1983, the Commission has approved increases of revenues in excess of 
$687 million for electric, gas, and telephone companies. Between December 1986 
and January 1988, the Commission ordered rate reductions of over $101 million 
for electric and gas companies. However, the Audit Council could not 
determine why specific rates of return on common equity were granted 
(seep. 49). Section 58-3-100 of the South Carolina Code of Laws requires the 
regulated companies to be assessed annually to cover the cost of regulation. 
For FY 86-87, the assessment for utilities and railroads was $3,364,589. 
{2) Detemdne the econanic, fiscal and other iopacts tbat 11UUld occur in the 
absence of the adninistering of the progrmos or functions of the agency under 
review. 
Economic regulation of motor carriers could be relaxed and benefit both 
consumers and shippers. Safety regulation of motor carriers could be improved 
by transferring PSC safety functions and positions to the Department of 
Highways and Public Transportation (see Chapter 2). 
Within the telecommunications industries, consideration should be given to 
the deregulation of radio common carriers, wholesale cellular phones, and the 
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t e l e g r a p h  c o m p a n i e s .  R e g u l a t i o n  o f  t h e  e l e c t r i c ,  g a s ,  w a t e r ,  a n d  w a s t e w a t e r  
u t i l i t i e s  s h o u l d  c o n t i n u e  i n  o r d e r  t o  p r o t e c t  t h e  p u b l i c ' s  i n t e r e s t .  H o w e v e r ,  
P S C  s h o u l d  m o n i t o r  t h e  e l e c t r i c  u t i l i t i e s  f o r  t e c h n i c a l  c h a n g e s  w h i c h  m i g h t  
e v e n t u a l l y  w a r r a n t  d e r e g u l a t i o n .  A c c o r d i n g  t o  t h e  F e d e r a l  T r a d e  C o m m i s s i o n  
s t a f f :  
• • •  [ r ] a p i d  t e c h n i c a l  c h a n g e  a f f e c t i n g  e l e c t r i c  u t i l i t i e s  h o w e v e r ,  
s u g g e s t s  t h a t  r e g u l a t i o n  o f  p r o d u c t i o n  a n d  t r a n s m i s s i o n  o f  
e l e c t r i c i t y  m a y  b e  u n n e c e s s a r y  a n d  a n t i c o m p e t i t i v e  i n  t h e  n e a r  
f u t u r e .  
( 3 )  D e t e t m i n e  t h e  o v e r a l l  c o s t s ,  i n c l u d i n g  l l l l l l l p O I M ! . r ,  o f  t h e  a g e n c y  u n d e r  
r e v i e w .  
T h e  o v e r a l l  c o s t  o f  t h e  C o m m i s s i o n  i n  F Y  8 6 - 8 7  w a s  $ 5 , 3 2 7 , 0 5 5 .  T h e  
C o m m i s s i o n ' s  1 4 6  s t a f f  p o s i t i o n s  a c c o u n t e d  f o r  $ 3 , 6 0 1 , 6 4 9  ( 6 7 . 6 % )  o f  e x p e n s e s .  
T a b l e  7  i s  a  d e t a i l e d  a n a l y s i s  o f  r e v e n u e s  a n d  e x p e n d i t u r e s  b e t w e e n  F Y  8 1 - 8 2  
a n d  F Y  8 6 - 8 7 .  
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TAIL& 7 
SOUTB CA&OLX.A PUBLIC S&&YIC& COIOIISSIOK 
ACTUAL &&Y&KU&S AKD &ZP&KDITU&ES 
PY 11-12 TB&OUCB PY 86-17 
••••a••• " 81-12 " 12-13 " 83-14 " 14-15 
" 
15-86 " 86-87 
State General Fuada 
Balance froa Prior Year $ 13,000 
Appropriation $3,949,253 $4,344,777 $4,591,653 $4,991,817 5,401,502 $5,509,272 
Supplaaantal Appropriation 13,000 
Lapaad (93,519) (358,944) (242,903) (182. 638) (120,680) (17,964) 
Carried Forward (13. 000) 
Kid-Year Reduction (108. 030) (186,169) 
Federal l'uada 138.702 43,372 355,792 23,520 20,053 21,916 
Other l'unda 713.531 122.679 
TOTAL Punda !3.994.43§ $4,742.736 !4.827.221 !4 ,832,699 !5.205,845 !5.327.055 
&z!enditarea 
Adaiatatratioa u ,092,083 $929,569 $1,013,838 $1,095,379 $1,134,533 $1,236,047 
Utility Reaulation 
Kanaaeaeat 288,814 1,036,680 462.358 382,026 456,495 406,395 
Accouatiaa 304,045 324,430 350,317 406,673 445,120 449,439 
Telephone 90,990 82,563 70,775 80,455 84,965 89,640 
Gaa 118,604 130,934 144,226 150,241 142,321 149,870 
Water aad Sawaae 83,936 91,280 ll9,210 126,529 132,176 130,037 
Electric 121,027 127,344 150,752 162,123 168,649 176,657 
Tranaportatioa 
Kanaaeaenc 260,836 354,578 358,741 444,533 505,578 511,703 
Railway 109,546 133,044 475,133 105,939 106,724 98,503 
Motor Tranaportatioa 692,396 693,481 805,837 846,600 888,158 931,677 
Raaiatration and Safety 356,584 323,695 340,584 410,755 425,806 423,510 
Non-Recurrinc Appropriation 9,535 
Eaployee Benefita 4751575 515,138 5351450 621.446 705.785 723.577 
TOTAL Expeneea u.n4 • 4 2~ !4.742.736 !4.827.221 !4.8~2.699 !5.~05·84~ !5.327.055 
TOTAL Peraonnel 146.00 143.36 145.36 145.36 146.36 146.36 
Source: State Budget Docuaenta, Budget and Control Board. 
( 4) Evaluate tbe efficiency of tbe adllinistraticm of tbe progrliiB or functions 
of the agency under review. 
The primary function of PSC is to supervise and regulate motor carriers 
and utilities in South Carolina. PSC has no criteria outlining what a motor 
carrier must prove in order to obtain entry into the business (seep. 12). 
Motor carrier ratemaking needs improvement (seep. 15), and oversight of motor 
carriers is inadequate (seep. 18). 
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P S C  h a s  e s t a b l i s h e d  a  p o l i c i e s  a n d  p r o c e d u r e s  m a n u a l .  H o w e v e r ,  
a c c o u n t a b i l i t y  f o r  t h e  r e g u l a t i o n  o f  u t i l i t i e s  c o u l d  b e  i m p r o v e d  i n  s e v e r a l  
a r e a s .  
A  m a s t e r  s c h e d u l e  t o  e n s u r e  t h a t  a l l  u t i l i t i e s  a r e  r o u t i n e l y  a u d i t e d  b y  
b o t h  t h e  a c c o u n t i n g  a u d i t o r s  ( s e e  p .  4 6 )  a n d  u t i l i t y  i n s p e c t o r s  ( s e e  p .  5 4 )  
s h o u l d  b e  d e v e l o p e d .  
W r i t t e n  g u i d e l i n e s  a n d  a g e n c y  p o l i c y  s h o u l d  b e  
e s t a b l i s h e d  f o r  t h e  C o m m i s s i o n ' s  r a t e m a k i n g  c o m p o n e n t s  ( s e e p .  4 7 ) .  
T h e  
C o m m i s s i o n  s h o u l d  d o c u m e n t  t h e  r e a s o n  a  s p e c i f i c  r a t e  o f  r e t u r n  i s  a w a r d e d  t o  
t h e  e l e c t r i c ,  g a s ,  a n d  t e l e p h o n e  c o m p a n i e s  ( s e e p .  4 9 ) .  A n  a g r e e m e n t  s h o u l d  b e  
m a d e  w i t h  D H E C  t o  e n s u r e  t h a t  a l l  w a t e r  a n d  w a s t e w a t e r  c o m p a n i e s  a r e  s u p p l y i n g  
p r o p e r  a n d  a d e q u a t e  s e r v i c e  ( s e e p .  5 3 ) .  P S C  h a s  p l a c e d  u n q u a l i f i e d  e m p l o y e e s  
i n t o  s u p e r v i s o r y  a n d  o t h e r  p o s i t i o n s ,  a n d  t h e  a g e n c y  h a s  i m p r o p e r l y  a s s i g n e d  a n  
a u t o m o b i l e  t o  a n  a d m i n i s t r a t i v e  m e m b e r  o f  t h e  s t a f f .  
( 5 )  D e t e m d . n e  t h e  e x t e n t  t o  1 1 h i c h  t h e  a g e n c y  u n d e r  r e v i e w  h a s  e n c o u r a g e d  t h e  
p a r t i c i p a t i m .  o f  t h e  p l b l i c  a D d ,  i f  a p p l i c a b l e ,  t h e  i n d u s t r y  i t  r e g u l a t e s .  
T h e  C o m m i s s i o n  r e q u i r e s  m o t o r  c a r r i e r s  t o  a d v e r t i s e  r e q u e s t s  f o r  g e n e r a l  
r a t e  i n c r e a s e s .  S h i p p e r s  a r e  a l s o  n o t i f i e d  w h e n  a  r a t e  i n c r e a s e  i s  r e q u e s t e d .  
A p p l i c a t i o n s  f o r  e n t r y  i n t o  t h e  m o t o r  c a r r i e r  i n d u s t r y  a r e  a d v e r t i s e d .  
T h e  C o m m i s s i o n  h a s  a d v e r t i s e d  C o m m i s s i o n  p u b l i c  h e a r i n g s  f o r  u t i l i t i e s  i n  
m a j o r  n e w s p a p e r s  t h r o u g h o u t  t h e  s t a t e .  N i g h t  h e a r i n g s  h a v e  b e e n  h e l d  i n  
v a r i o u s  p a r t s  o f  t h e  s t a t e  o n  r a t e  m a t t e r s  b e t w e e n  F Y  8 4 - 8 5  a n d  F Y  8 6 - 8 7 .  
T h r e e  e l e c t r i c  c o m p a n i e s  h a v e  r e c e i v e d  r a t e  i n c r e a s e s  o r  d e c r e a s e s ;  f o u r  n i g h t  
h e a r i n g s  h a v e  b e e n  h e l d  f o r  t w o  c o m p a n i e s .  T h e  T e l e c o m m u n i c a t i o n s  D e p a r t m e n t  
h a s  h e l d  s i x  n i g h t  h e a r i n g s  f o r  t h r e e  c o m p a n i e s '  r a t e  c a s e s .  T h e  W a t e r  a n d  
W a s t e w a t e r  D e p a r t m e n t  h a s  h e l d  f i v e  p u b l i c  h e a r i n g s .  T h e  G a s  D e p a r t m e n t  h e l d  
n o  n i g h t  h e a r i n g s  d u r i n g  t h e s e  y e a r s .  
O n . O c t o b e r  1 ,  1 9 8 7 ,  t h e  C o m m i s s i o n  i s s u e d  O r d e r s  8 7 - 1 1 1 9  a n d  8 7 - 1 1 1 5  
r e q u i r i n g  a l l  j u r i s d i c t i o n a l  g a s  a n d  e l e c t r i c  c o m p a n i e s  t o  s e n d  e a c h  
r e s i d e n t i a l  c u s t o m e r  a  c o p y  o f  t h e  " B i l l  o f  R i g h t s "  d e v e l o p e d  b y  P S C  s t a f f .  
T h e  C o m m i s s i o n  w a n t e d  r e s i d e n t i a l  g a s  a n d  e l e c t r i c  c u s t o m e r s  t o  b e  m o r e  a w a r e  
o f  t h e i r  r i g h t s  a n d  o f  t h e  r e s o u r c e s  a v a i l a b l e  t o  t h e m  u n d e r  t h e  C o m m i s s i o n ' s  
r u l e s  a n d  r e g u l a t i o n s .  
7 3  
(6) Detemdne the extent to which the agency cmplicates the services, 
functions and progr811B adninistered by any other state, federal, or other 
agency or entity. 
Both PSC and the South Carolina Department of Highways and Public 
Transportation conduct similar safety inspections of motor carriers 
(seep. 26). 
(7) Evaluate the efficiency with 111rlcb. fo1'111ll cmplaints, filed with the 
agency concerning persons or inmstries subject to the regulation and 
adninistration of the agency UJder review, bave been processed. 
The Transportation Division does not have a centralized method for 
handling and logging complaints. Also, the Division does not keep records of 
all complaints on file (seep. 38). 
The Utilities Division has established policies and procedures governing 
the processing of complaints. Table 8 shows the number of complaints received 
by each department for the last three years. The Audit Council sampled the 
handling of complaints between FY 84-85 and FY 86-87 and found several 
problems still exist. These include unresolved complaints in the 
Telecommunications Department (seep. 57), no complaint analysis (seep. 58), 
and inadequate monitoring of complaints received by the regulated companies 
(see p. 58). 
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T A B L E  8  
C D I P L A I N T S  R E C E I V E D  A N D  P R O C E S S E D  
F Y  8 4 - 8 5  T H R O U G H  F Y  8 6 - 8 7  
D e , E a r  t m e n  t  
F Y  8 4 - 8 5  
F Y  8 5 - 8 6  
E l e c t r i c  
8 7 1  
7 0 9  
G a s  
1 3 2  
7 0  
T e l e c o m m u n i c a t i o n s  
1 , 1 7 9  7 1 7  
W a t e r  •  W a s t e w a t e r  
6 2  1 5 9  
T r a n s p o r t a t i o n  
5 1  8 3  
S o u r c e :  P u b l i c  S e r v i c e  C o m m i s s i o n  r e c o r d s .  
F Y  8 6 - 8 7  
1  ' 1 1 0  
9 4  
7 8 1  
1 1 5  
4 9  
( 8 )  D e t e m d n e  t h e  a : t e n t  t o  w h i c h  t h e  a g e n c y  U D d e r  r e v i e w  h a s  ca~plied w i t h  
a l l  a p p l i c a b l e  s t a t e ,  f e d e r a l  a n d  l o c a l  s t a t u t e s  a n d  r e g u l a t i o n s .  
P S C  h a s  n o t  p r o p e r l y  e n f o r c e d  s t a t e  l a w  b y  a l l o w i n g  m o t o r  c a r r i e r s  t o  
o p e r a t e  w i t h o u t  a u t h o r i t y  ( s e e  p .  2 0 )  a n d  h a s  g r a n t e d  r a t e  i n c r e a s e s  w i t h o u t  
d e t e r m i n i n g  i f  t h e y  a r e  j u s t  a n d  r e a s o n a b l e  ( s e e p .  1 6 ) .  F u r t h e r ,  t h e  a g e n c y  
h a s  a l l o w e d  m o t o r  c a r r i e r s  t o  o p e r a t e  w i t h o u t  i n s u r a n c e  ( s e e p .  2 2 ) .  I n  
a d d i t i o n ,  P S C  h a s  o v e r a s s e s s e d  u t i l i t i e s  t o  p a y  a d m i n i s t r a t i v e  c o s t s  
( s e e p .  6 5 ) .  
7 5  
Statutory Qumges 
APPENDIX B 
SIGNIFICANT CHANGES SINCE THE 
1982 AUDIT COUNCIL REVIEW 
Section 58-23-330 was amended to ease entry into the motor carrier industry. 
Section 58-23-340 disallows motor carriers to sell or lease PSC certificates of 
convenience and necessity. 
Section 58-3-140 was expanded requiring a policy and procedures manual, and an 
order guide for contested matters of $100,000 or more. 
Section 58-5-250 which allowed rates under bond by the utilities was repealed 
in 1983. 
Sections 58-5-240 and 58-27-870 were amended to require the Commission to act 
on any proposed utility rate changes within six months or rate changes 
automatically become effective. 
Section 58-27-865 added Fuel Adjustment Clauses to the Code of Laws. 
Qmui ssion Act ion 
The Utilities Division has developed standardized inspection forms for 
compliance with Commission rules and regulations. 
A policy and procedures manual has been developed as mandated. 
An order guide was started in FY 84-85 as required by mandate. 
PSC allows competition by setting a maximum rate among the intrastate long-
distance providers. 
New management was appointed effective April 1, 1988. 
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S T A T E  O F  S O U T H  C A R O U N A  
T H E  P U B L I C  S E R V I C E  C O M M I S S I O N  
P .  O .  D R A W l E R  1 1  . .  8  
C O L U M . I A ,  S O U T H  C A R O L I N A  & 8 & 1 1  
J u n e  3 ,  1 9 8 8  
A P P E N D I X  C  
M r .  G e o r g e  L .  S c h r o e d e r ,  D i r e c t o r  
L e g i s l a t i v e  A u d i t  C o u n c i l  
6 2 0  N C N B  T o w e r  
C o l u m b i a ,  S o u t h  C a r o l i n a  2 9 2 0 1  
D e a r  M r .  S c h r o e d e r :  
E n c l o s e d  h e r e w i t h  p l e a s e  f i n d  t h e  P u b l i c  S e r v i c e  C o m m i s s i o n ' s  w r i t t e n  
c o m m e n t s  t o  t h e  L e g i s l a t i v e  A u d i t  C o u n c i l ' s  S u n s e t  R e v i e w  o f  t h e  S o u t h  
C a r o l i n a  P u b l i c  S e r v i c e  C o m m i s s i o n  d a t e d  M a y  2 4 ,  1 9 8 8 .  
A t  t h e  b e g i n n i n g  o f  t h i s  a u d i t ,  I  w a s  d e s i g n a t e d  t o  a c t  a s  l i a i s o n  
w i t h  y o u r  s t a f f  d u r i n g  t h e  c o u r s e  o f  t h e  a u d i t .  I  e n j o y e d  t h e  w o r k i n g  
r e l a t i o n s h i p  I  h a v e  h a d  w i t h  t h e  a u d i t o r s  a s s i g n e d  t o  t h e  C o m m i s s i o n ' s  
r e v i e w  w h o ,  u n d e r  t h e  l e a d e r s h i p  o f  t h e  P r i n c i p a l  A u d i t o r ,  T o m  B a r d i n ,  
c o n d u c t e d  t h e m s e l v e s  i n  a  v e r y  p r o f e s s i o n a l  a n d  c o u r t e o u s  m a n n e r .  
I  c e r t a i n l y  h o p e  t h a t  y o u r  s t a f f  h a s  f o u n d  t h e  C o m m i s s i o n ' s  s t a f f  
c o o p e r a t i v e  d u r i n g  t h e  c o u r s e  o f  t h i s  a u d i t .  
C W B : a s  
E n c l o s u r e  
Y o u r s  v e r y  t r u l y ,  
~w.t/~s;: 
C h a r l e s  W .  B a l l e n t i n e  
A c t i n g  E x e c u t i v e  D i r e c t o r  
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APPENDIX C (CONTINUED) 
A SUNSET REVIEW OF THE 
PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA 
In response to the Legislative Audit Council's report, the 
Commission comments as follows: 
RECO~lMENDATION 
CHAPTER II 
TRANSPORTATION DIVISION 
1 THE AUDIT COUNCIL RECOMMENDS THAT THE GENERAL ASSEMBLY 
CONSIDER REMOVING ANTITRUST IMMUNITY GRANTED MOTOR CARRIERS 
IN THE RATEMAKING PROCESS UNDER SECTION 58-23-1010 OF THE 
SOUTH CAROLINA CODE OF LAWS. 
This is a matter for the General Assembly to address, and 
the Commission takes no position on this recommendation. 
2 THE AUDIT COUNCIL RECOMMENDS THAT THE GENERAL ASSEMBLY 
CONSIDER REPEALING THE PORTION OF SECTION 58-23-330 THAT 
ALLOWS PSC TO DENY AN APPLICATION IF THE PUBLIC CONVENIENCE 
AND NECESSITY IS BEING SERVED. 
This is a matter for the General Assembly to address, and 
the Commission takes no position on this recommendation. 
(A} THE GENERAL ASSEMBLY SHOULD CONTINUE TO REQUIRE PSC TO 
DETERMINE IF AN APPLICANT IS FIT, WILLING AND ABLE TO 
PROVIDE TRUCKING SERVICE. CRITERIA TO DEFINE FIT, WILL-
ING AND ABLE SHOULD BE DEVELOPED. IF THE Cm-1HISSION 
RESTRICTS OPERATING RIGHTS, A POLICY OUTLINING REASONS 
FOR CARRIER RESTRICTIONS SHOULD BE DEVELOPED. THE 
COMMISSION SHOULD JUSTIFY ANY RESTRICTIONS IN WRITING. 
The Commission has no objection to this recommendation. 
However, the Commission does not feel that specific criteria 
should be developed. 
(B) THE GENERAL ASSEMBLY SHOULD CONSIDER REPEALING SECTION 
58-23-1080 AND APPLICABLE REGULATIONS REQUIRING PSC TO 
FIX OR APPROVE MOTOR CARRIER RATES. 
This is a matter for the General Assembly to address. 
However, the Commission feels that total rate deregulation would 
not be as much in the public interest as would maximum rates or 
"zone rates", as contained in recommendation 3(d). 
(C) THE GENERAL ASSEMBLY SHOULD CONSIDER TRANSFERRING ALL 
PSC INSPECTOR POSITIONS TO THE SOUTH CAROLINA 
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D E P A R T M E N T  O F  H I G H W A Y S  A N D  P U B L I C  T R A N S P O R T A T I O N .  A  
D E S I G N A T E D  N U M B E R  O F  I N S P E C T O R S  S H O U L D  P E R F O R } l  O N L Y  
S A F E T Y  I N S P E C T I O N S .  T H E  R E M A I N I N G  I N S P E C T O R S  S H O U L D  
I N S P E C T  T R U C K S  A N D  E N S U R E  T H E Y  A R E  P R O P E R L Y  L I C E N S E D  
A N D  A R E  I N  C O M P L I A N C E  W I T H  O T H E R  S T A T E  L A W S .  T H E S E  
P O S I T I O N S  S H O U L D  B E  F U N D E D  W I T H  M O T O R  C A R R I E R  S A F E T Y  
G R A N T  F U N D S  A N D  P S C  R E G I S T R A T I O N  F E E S .  
T h e  C o m m i s s i o n  f e e l s  t h a t  t o  t r a n s f e r  a l l  e c o n o m i c  
r e g u l a t o r y  i n s p e c t o r s  t o  t h e  S C D H P T  w o u l d  b e  c o u n t e r p r o d u c t i v e .  
T o  h a v e  a n o t h e r  a g e n c y  e n f o r c e  t h e  m o t o r  v e h i c l e  c a r r i e r  l a w s  
w h i c h  t h e  C o m m i s s i o n  i s  c h a r g e d  w i t h  a d m i n i s t e r i n g  i s  n o t  
p r a c t i c a l .  C o m m u n i c a t i o n  b e t w e e n  t h e  a d m i n i s t r a t i v e  s t a f f  a n d  
l a w  e n f o r c e m e n t  p e r s o n n e l  w o u l d  b e  a  m a j o r  p r o b l e m .  
I n  t h e  1 9 8 8 - 8 9  b u d g e t  f o r  t h e  C o m m i s s i o n ,  t w e l v e  n e w  
s a f e t y  i n s p e c t o r  p o s i t i o n s  a r e  i n c l u d e d .  W i t h  t h e  n e w  p o s i t i o n s  
a n d  e x p a n d e d  s a f e t y  e n f o r c e m e n t  a c t i v i t i e s  f o r  t h e  n e w  y e a r ,  t h e  
C o m m i s s i o n  w i l l  b e  u t i l i z i n g  a l l  f e d e r a l  f u n d s  a v a i l a b l e  t o  i t  
t h r o u g h  t h e  M o t o r  C a r r i e r  S a f e t y  A s s i s t a n c e  P r o g r a m .  T h e r e f o r e ,  
t o  t r a n s f e r  s a f e t y  j u r i s d i c t i o n  a n d  p e r s o n n e l  t o  t h e  S C D H P T  w o u l d  
n o t  i n c r e a s e  t h e  f e d e r a l  f u n d s  u t i l i z e d  b y  t h e  S t a t e .  
I n  t h e  p a s t ,  t h e  S C D H P T  a n d  C o m m i s s i o n  i n s p e c t o r s  h a v e  
n o t  w o r k e d  t h e  s a m e  l o c a t i o n  s i m u l t a n e o u s l y .  H o w e v e r ,  a t  t h e  
p r e s e n t  b o t h  a g e n c i e s  a r e  w o r k i n g  t o g e t h e r  t o  e l i m i n a t e  t h e  n e e d  
f o r  v e h i c l e s  t o  s t o p  m o r e  t h a n  o n c e  f o r  i n s p e c t i o n .  
T h e  C o m m i s s i o n  f e e l s  t h a t  t h e  M o t o r  C a r r i e r  S a f e t y  
D e p a r t m e n t  w i l l  b e  a  v e r y  e f f e c t i v e  a n d  e f f i c i e n t  o p e r a t i o n  w h i c h  
w i l l  p r o v i d e  t h e  c i t i z e n s  o f  S o u t h  C a r o l i n a  s a f e r  h i g h w a y s  o v e r  
w h i c h  t o  t r a v e l  b y  r e m o v i n g  u n s a f e  c o m m e r c i a l  v e h i c l e s  f r o m  o u r  
r o a d s .  
( D )  T H E  G O V E R N O R  S H O U L D  C O N S I D E R  D E S I G N A T I N G  T H E  S C D H P T  A S  
T H E  A G E N C Y  T O  A D M I N I S T E R  T H E  F E D E R A L  S A F E T Y  G R A N T  
P R O G R A M .  T H E  S C D H P T  S H O U L D  A P P L Y  F O R  A L L  F E D E R A L  F U N D S  
A V A I L A B L E  T O  F U N D  S A F E T Y  I N S P E C T O R S '  P O S I T I O N S ,  
E Q U I P M E N T ,  S U P P L I E S ,  A N D  O T H E R  I T E M S .  T H E  S C D H P T  
S H O U L D  B E  G R A N T E D  A U T H O R I T Y  T O  E N S U R E  A L L  T R U C K S  
R E G I S T E R E D  T O  O P E R A T E  I N  S O U T H  C A R O L I N A  H A V E  P R O P E R  
L I A B I L I T Y  A N D  C A R G O  I N S U R A N C E .  I C C  O R  N E I G H B O F I N G  
S T A T E S '  M I N I M U M  I N S U R A N C E  R E Q U I R E M E N T S  S H O U L D  B E  
A D O P T E D  I N  S O U T H  C A R O L I N A .  P S C  I N S U R A N C E  D E P A R T M E N T  
E M P L O Y E E S  S H O U L D  B E  T R A N S F E R R E D  T O  T H E  S C D H P T .  
T h e  C o m m i s s i o n ' s  b u d g e t  p e n d i n g  a p p r o v a l  r e p r e s e n t s  
f u l l  u t i l i z a t i o n  o f  a l l  a v a i l a b l e  f e d e r a l  f u n d s  f o r  f i s c a l  y e a r  
1 9 8 8 - 1 9 8 9 .  A d e q u a t e  j u r i s d i c t i o n  h a s  b e e n  g i v e n  t h e  C o m m i s s i o n  
t o  e n s u r e  t h a t  f o r - h i r e  m o t o r  c a r r i e r s  h a v e  p r o p e r  l i a b i l i t y  
i n s u r a n c e ,  a n d ,  w h e r e  w a r r a n t e d ,  c a r g o  i n s u r a n c e .  
S i n c e  t h e  S C D H P T  a n d  t h e  C o m m i s s i o n  i n s u r a n c e  
r e q u i r e m e n t s  d i f f e r ,  t h e r e  a p p e a r s  t o  b e  n o  s o u n d  b u s i n e s s  
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reasons for transferring the Commission's Insurance Department to 
the SCDHPT. 
Based on the above, the Commission does not feel that 
SCDHPT should be designated by the Governor as the agency to 
administer the Federal Safety Grant Program. 
(E) THE SCDHPT SHOULD ADOPT AND ENFORCE UNITED STATES 
DEPARTMENT OF TRANSPORTATION SAFETY REGULATIONS. 
The Commission has adopted and presently enforces the 
United States Department of Transportation Safety Regulations, 
and, therefore, feels it is unnecessary for the SCDHPT to 
duplicate this effort. 
(F) REMAINING PSC TRANSPORTATION EMPLOYEES SHOULD BE 
RESPONSIBLE FOR LICENSING, REGISTERING, AND PROCESSING 
APPLICATIONS FOR MOTOR CARRIERS APPLYING FOR ENTRY INTO 
THE MOTOR CARRIER INDUSTRY. PSC SHOULD COORDINATE WITH 
THE SCDHPT TO DETERMINE WHICH CARRIERS HAVE INADEQUATE 
SAFETY RECORDS. 
~he Commission feels that none of its staff should be 
transferred to the SCDHPT. 
(G) PSC SHOULD PROMULGATE REGULATIONS OUTLINING PENALTIES 
TO BE IMPOSED AGAINST CARRIERS WITH REPEAT SAFETY 
DEFICIENCIES. THESE PENALTIES SHOULD INCLUDE REVOCA-
TION OF PSC CERTIFICATES FOR CARRIERS WITH SEVERE 
REPEAT DEFICIENCIES. 
The Commission agrees with this recommendation and will 
endeavor to promulgate such regulations. 
3 IF THE GENERAL ASSEMBLY CONTINUES TO REQUIRE MOTOR CARRIERS 
TO MEET A "PUBLIC CONVENIENCE AND NECESSITY" TEST IN ORDER 
TO BE AUTHORIZED TO OPERATE, THE FOLLOWING CHANGES SHOULD BE 
CONSIDERED. 
(A) ALL PSC SAFETY INSPECTORS AND A PORTION OF THE 
REGULATORY INSPECTORS SHOULD BE TRANSFERRED TO THE 
SCDHPT TO PROVIDE FOR A MORE EFFICIENT TRUCK SAFETY 
INSPECTION PROGRAM. THE NECESSARY FUNDS SHOULD BE 
TRANSFERRED TO THE SCDHPT. 
Same response as 2(C). 
(B) THE GOVERNOR SHOULD CONSIDER DESIGNATING THE SCDHPT AS 
THE STATE AGENCY TO ADMINISTER THE FEDERAL MOTOR 
CARRIER SAFETY ENFORCEMENT PROGRAM. 
The Commission has requested twelve additional safety 
inspector positions and one office support position in the 
1988-1989 fiscal year budget. The new personnel, along with 
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i n c r e a s e d  s a f e t y  e n f o r c e m e n t  a c t i v i t i e s ,  w i l l  e n a b l e  t h e  
C o m m i s s i o n  t o  u t i l i z e  a l l  f e d e r a l  f u n d s  a v a i l a b l e  t o  S o u t h  
C a r o l i n a .  T h e s e  i m p r o v e m e n t s ,  a l o n g  w i t h  t h e  o p p o r t u n i t y  t o  w o r k  
s i m u l t a n e o u s  c h e c k  p o i n t s  w i t h  S C D H P T ,  p u t  t h e  C o m m i s s i o n  i n  a n  
o p t i m u m  p o s i t i o n  t o  a d m i n i s t e r  t h e  F e d e r a l  M o t o r  C a r r i e r  S a f e t y  
E n f o r c e m e n t  P r o g r a m .  
( C )  T H E  S C D H P T  S H O U L D  A D O P T  A N D  E N F O R C E  U N I T E D  S T A T E S  
D E P A R T M E N T  O F  T R A N S P O R T A T I O N  S A F E T Y  R E G U L A T I O N S .  
S a m e  a s  2 ( E ) .  
( D )  P S C  S H O U L D  E I T H E R  E S T A B L I S H  A  M A X I M U M  R A T E  M O T O R  
C A R R I E R S  C A N  C H A R G E  O R  A L L O W  T H E M  T O  C H A R G E  " Z O N E  
R A T E S , "  O R  R A T E S  T H A T  C A N  V A R Y  W I T H I N  A  Z O N E  W I T H O U T  
P S C  O V E R S I G H T .  I F  M A X I M U M  O R  Z O N E  R A T E S  A R E  N O T  
A L L O W E D ,  P S C  S H O U L D  S E T  R A T E S  B A S E D  O N  D E F I N E D  
A L L O W A B L E  C O S T S .  R A T E  I N C R E A S E S  S H O U L D  B E  B A S E D  O N  T H E  
C A R R I E R S '  F I N A N C I A L  N E E D S .  
T h e  C o m m i s s i o n  w i l l  i n s t r u c t  t h e  S t a f f  t o  i n v e s t i g a t e  
t h e  r e c o m m e n d e d  a l t e r n a t i v e s  a n d  r e p o r t  i t s  f i n d i n g s .  
( E )  P S C  S H O U L D  D E V E L O P  A  S C H E D U L E  T O  E N S U R E  M O T O R  C A R R I E R S  
A R E  A U D I T E D  F O R  C O M P L I A N C E  W I T H  P S C  R U L E S  A N D  
R E G U L A T I O N S  O N  A  R E G U L A R  B A S I S .  A P P R O P R I A T E  A C T I O N  
S H O U L D  B E  T A K E N  W H E N  N O N C O M P L I A N C E  I S  F O U N D .  
T h e  C o m m i s s i o n  a g r e e s  w i t h  t h i s  r e c o m m e n d a t i o n  a n d  h a s  
t a k e n  s t e p s  t o  d e v e l o p  a  s c h e d u l e  t o  e n s u r e  m o t o r  c a r r i e r s  a r e  
a u d i t e d  a n d  a p p r o p r i a t e  a c t i o n  t a k e n  w h e n  n o n c o m p l i a n c e  i s  f o u n d .  
( F )  P S C  M A N A G E M E N T  S H O U L D  E N S U R E  T H A T  A U D I T S  A R E  P R O P E R L Y  
C O M P L E T E D  A N D  F O L L O W - U P  I S  C O N D U C T E D  W H E N  N E C E S S A R Y .  
T h e  C o m m i s s i o n  a g r e e s  w i t h  t h i s  r e c o m m e n d a t i o n  a n d  h a s  
t a k e n  a c t i o n  t o  e n s u r e  t h a t  t h i s  i s  d o n e .  
( G )  P S C  S H O U L D  P E N A L I Z E  M O T O R  C A R R I E R S  F O U N D  O P E R A T I N G  
W I T H O U T  P S C  A U T H O R I T Y  A S  R E Q U I R E D  B Y  L A W .  P S C  S H O U L D  
I N V E S T I G A T E  B U S I N E S S E S  T H A T  A D V E R T I S E  T O  T H E  P U B L I C  B U T  
D O  N O T  H A V E  P S C  A U T H O R I T Y  T O  O P E R A T E  A N D  T A K E  
A P P R O P R I A T E  A C T I O N  W H E N  V I O L A T I O N S  A R E  D E T E C T E D .  
T h e  C o m m i s s i o n  a g r e e s  w i t h  t h i s  r e c o m m e n d a t i o n  a n d  w i l l  
t a k e  n e c e s s a r y  a c t i o n  t o  e n s u r e  t h a t  t h i s  i s  a c c o m p l i s h e d .  
( H )  P S C  S H O U L D  P R O M P T L Y  E N F O R C E  M O T O R  C A R R I E R  I N S U R A N C E  
R E G U L A T I O N S .  
T h e  C o m m i s s i o n  a g r e e s  w i t h  t h i s  r e c o m m e n d a t i o n ,  b u t  
d o e s  n o t  n e c e s s a r i l y  a g r e e  w i t h  t h e  t e x t  o f  t h e  r e p o r t  r e g a r d i n g  
c a r r i e r s  o p e r a t i n g  w i t h o u t  i n s u r a n c e .  
( I )  P S C  S H O U L D  C O N S I D E R  P R O M U L G A T I N G  R E G U L A T I O N S  T O  
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INCREASE MOTOR CARRIER MINIMUM INSURANCE REQUIREMENTS 
TO THE LEVEL OF NEIGHBORING STATES OR THE ICC. 
The Commission will examine the motor carrier minimum 
insurance requirements. 
(J) PSC SHOULD DEVELOP WORKLOAD STANDARDS FOR ITS 
REGULATORY INSPECTORS. INSPECTION SCHEDULES SHOULD BE 
VARIED TO ALLOW INSPECTIONS DURING NONBUSINESS HOURS. 
The Commission agrees with this recommendation and is taking 
steps to implement this. 
4 THE AUDIT _COUNCIL RECOMMENDS THAT THE GENERAL ASSEMBLY 
CONSIDER RESCINDING SECTION 58-23-1510 OF THE SOUTH CAROLINA 
CODE OF LAWS ~reiCH ALLOWS CERTAIN CITIES TO REGULATE 
TAXICABS. 
This is a matter for the General Assembly to address and the 
Commission has no position on this recommendation. 
5 THE AUDIT COUNCIL RECOMMENDS THAT THE GENERAL ASSEMBLY 
CONSIDER AMENDING SECTION 58-23-20 OF THE SOUTH CAROLINA 
CODE OF LAWS TO EXEMPT BUSES FROM PSC ECONOMIC REGULATION. 
This is a matter for the General Assembly to address and the 
Commission has no position on this matter. 
6 THE AUDIT COUNCIL RECOMMENDS THAT THE GENERAL ASSEMBLY 
CONSIDER ALLOWING PSC TO DISCONTINUE RATEMAKING OF 
INTRASTATE RAILROADS. 
This is a matter for the General Assembly to address. 
However, the Commission is concerned that abdication of 
intrastate rail rate jurisdiction might adversely effect the 
Commission's jurisdiction over matters concerning rail safety and 
service, which it wishes to retain. 
7 IF PSC INSPECTORS ARE NOT TRANSFERRED TO THE SCDHPT, WRITTEN 
POLICIES AND GUIDELINES GOVERNING ALL ASPECTS OF PSC'S LAW 
ENFORCEMENT ACTIVITIES SHOULD BE DEVELOPED. 
The Commission agrees with this recommendation and is 
presently developing written policies and guidelines governing 
law enforcement activities. 
8 THE TRANSPORTATION DIVISION SHOULD DEVELOP A-CENTRALIZED 
COMPLAINT SYSTEM SIMILAR TO THAT OF THE UTILITIES DIVISION. 
THE SYSTEM SHOULD INVOLVE A COMPLAINT LOG AND PERIODIC 
ANALYSES ON THE RECURRENCE OF COMPLAINTS. 
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T h e  C o m m i s s i o n  a g r e e s  w i t h  t h i s  r e c o m m e n d a t i o n  a n d  i s  
p r e s e n t l y  i m p l e m e n t i n g  a  c e n t r a l i z e d  c o m p l a i n t  s y s t e m  f o r  t h e  
T r a n s p o r t a t i o n  D i v i s i o n .  
R E C O M M E N D A T I O N  
C H A P T E R  I I I  
U T I L I T I E S  D I V I S I O N  
9  T H E  A U D I T  C O U N C I L  R E C O M M E N D S  T H A T  T H E  G E N E R A L  A S S E M B L Y  
C O N S I D E R  R E P E A L I N G  S E C T I O N  58~11-10 T H R O U G H  S E C T I O N  
5 8 - 1 1 - 6 0 0  A N D  S P E C I F I C  S E C T I O N S  O F  C H A P T E R  9  O F  T H E  S O U T H  
C A R O L I N A  C O D E  O F  L A W S  P E R T A I N I N G  T O  R E G U L A T I O N  O F  R A D I O  
C O M M O N  C A R R I E R S ,  W H O L E S A L E  C E L L U L A R  T E L E P H O N E  P R O V I D E R S ,  A N D  
T E L E G R A P H  S E R V I C E S .  
T h e  C o m m i s s i o n  w o u l d  n o t e  t h a t  R e c o m m e n d a t i o n  9  w o u l d  
r e q u i r e  a c t i o n  b y  t h e  G e n e r a l  A s s e m b l y  r a t h e r  t h a n  b y  t h e  P S C .  
1 0  T H E  G E N E R A L  A S S E M B L Y  S H O U L D  C O N S I D E R  R E Q U E S T I N G  T H E  D E P A R T -
M E N T  O F  C O N S U M E R  A F F A I R S  T O  R E C E I V E  A N D  I N V E S T I G A T E  C O N S U M E R  
C O M P L A I N T S  F O R  I N D U S T R I E S  N O  L O N G E R  R E G U L A T E D  B Y  P S C .  
T h e  C o m m i s s i o n  w o u l d  n o t e  t h a t  R e c o m m e n d a t i o n  1 0  w o u l d  
r e q u i r e  a c t i o n  b y  t h e  G e n e r a l  A s s e m b l y  r a t h e r  t h a n  t h e  P S C .  
1 1  P S C  S H O U L D  C O N T I N U E  T O  M O N I T O R  L O N G - D I S T A N C E  S E R V I C E  T O  
D E T E R M I N E  W H E T H E R  F U R T H E R  D E R E G U L A T I O N  O F  I N T R A L A T A  S E R V I C E  
W I L L  B E  F E A S I B L E .  
T h e  C o m m i s s i o n  w i l l  c o n t i n u e  t o  m o n i t o r  l o n g - d i s t a n c e  
s e r v i c e  t o  d e t e r m i n e  w h e t h e r  f u r t h e r  d e r e g u l a t i o n  o f  i n t r a l a t a  
s e r v i c e  w i l l  b e  f e a s i b l e  b y  c o n t i n u i n g  t o  r e q u i r e  q u a r t e r l y  
r e p o r t s  a n d  a n n u a l  r e p o r t s  f r o m  t h e  t e l e p h o n e  u t i l i t i e s .  
1 2  T H E  C O M M I S S I O N  S H O U L D  E S T A B L I S H  A  F I N A N C I A L  A U D I T  S C H E D U L E  
T O  E N S U R E  T H A T  A L L  R E G U L A T E D  U T I L I T I E S  A R E  R O U T I N E L Y  A N D  
S Y S T E M A T I C A L L Y  A U D I T E D .  
T h e  C o m m i s s i o n  h a s  e s t a b l i s h e d  a  f i n a n c i a l  a u d i t  s c h e d u l e  
a n d  i s  i n  t h e  p r o c e s s  o f  a s s i g n i n g  a u d i t s  t o  e n s u r e  t h a t  a l l  
r e g u l a t e d  u t i l i t i e s  a r e  r o u t i n e l y  a n d  s y s t e m a t i c a l l y  a u d i t e d .  
1 3  T H E  C O M M I S S I O N  S H O U L D  E S T A B L I S H  A G E N C Y  P O L I C Y  C O N C E R N I N G  
C O N T R I B U T I O N S ,  D U E S ,  A N D  A L L O W A B L E  E X P E N S E S  I N  C O M P U T I N G  
C O S T S  O F  S E R V I C E  O F  U T I L I T I E S .  
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The Commission Staff will establish and implement a policy 
concerning contributions, dues, and allowable expenses in 
computing costs of service for utilities. 
14 THE ACCOUNTING DEPARTMENT SHOULD ESTABLISH WRITTEN 
GUIDELINES TO ASSIST AUDITORS PERFORMING FINANCIAL AUDITS 
AND FOR ApDITS OF COMPANIES FOR RATE HEARINGS. 
15 THE ACCOUNTING DEPARTMENT SHOULD PREPARE MONTHLY STAFF 
REPORTS INDICATING THE AMOUNTS OF TIME SPENT ON SPECIFIC JOB 
FUNCTIONS. PRODUCTIVITY STANDARDS SHOULD BE DEVELOPED AND 
MONITORED. 
The Accounting Department is in the process of establishing 
guidelines and procedures to implement Recommendation 14 & 15 of 
the Legislative Audit Council. 
16 THE COMMISSION SHOULD DOCUMENT THE REASON A SPECIFIC RATE OF 
RETURN ON COMMON EQUITY IS CHOSEN vlliEN ISSUING ORDERS ON 
RATE CASES. 
The Courts of South Carolina have reviewed the rate of 
return granted by the Commission in many instances and have. never 
reversed or remanded a Commission decision for insufficient 
findings on that issue. While the Commission feels that its 
findings and conclusions concerning the rate of return on common 
equity granted to utilities are supported by the evidence, the 
Commission will attempt to comply with Recommendation 16 by 
further documenting the reason a specific rate of return on 
common equity is chosen when issuing orders in rate cases. 
17 THE COMMISSION SHOULD CONSISTENTLY WRITE ORDERS WITH 
SUFFICIENT JUSTIFICATION AS TO THE ACCEPTANCE OR DENIAL OF A 
REQUESTED RATE INCREASE. THE COMMISSION SHOULD SPECIFY AN 
ALLOWABLE OPERATING MARGIN IN ALL WATER AND WASTEWATER 
ORDERS. 
The Commission will comply with Recommendation 17 of the 
Legislative Audit Council, however, in water and wastewater· 
establishment cases the revenue and expense amounts are usually 
projections which would not provide a meaningful operating 
margin. 
18 THE COMMISSION SHOULD EXPAND ITS CHECKLIST OF THE WATER AND 
WASTEWATER FACILITIES TO INCLUDE EITHER PSC INSPECTION FOR 
QUALITY OF SERVICE OR COORDINATION WITH DHEC TO MONITOR THE 
OPERATIONS OF THE PRIVATE WATER AND WASTEWATER FACILITIES TO 
ENSURE THAT THE COMPANIES ARE OPERATING ACCORDING TO 
COMMISSION REGULATIONS. 
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T h e  C o m m i s s i o n  w i l l  c o m p l y  w i t h  R e c o m m e n d a t i o n  1 8  b y  
c o o r d i n a t i n g  w i t h  D H E C  t o  m o n i t o r  t h e  o p e r a t i o n s  o f  t h e  p r i v a t e  
w a t e r  a n d  w a s t e w a t e r  f a c i l i t i e s  t o  e n s u r e  t h a t  t h e  c o m p a n i e s  a r e  
o p e r a t i n g  a c c o r d i n g  t o  C o m m i s s i o n  r e g u l a t i o n s .  T h e  C o m m i s s i o n  
S t a f f  i n t e n d s  t o  e s t a b l i s h  a  p r o c e d u r e  w i t h  D H E C ,  w h e r e b y  t h e  
C o m m i s s i o n  S t a f f  w i l l  b e  i n f o r m e d  o f  a l l  w a t e r  a n d  w a s t e w a t e r  
s y s t e m s  o p e r a t i n g  b e l o w  D H E C  s t a n d a r d s .  
1 9  T H E  C O M M I S S I O N  S H O U L D  E S T A B L I S H  D E T A I L E D  W R I T T E N  P O L I C I E S  
A N D  P R O C E D U R E S  F O R  C O N D U C T I N G  C O M P L I A N C E  I N S P E C T I O N S .  
2 0  T H E  C O M M I S S I O N E R S  S H O U L D  B E  I N F O R M E D  O F  N O N C O M P L I A N C E  FOL~D 
D U R I N G  C O M P L I A N C E  I N S P E C T I O N S .  
2 1  T H E  C O M M I S S I O N  S H O U L D  E S T A B L I S H  A  C O M P L I A N C E  I N S P E C T I O N  
S C H E D U L E  F O R  E A C H  D E P A R T M E N T  T O  E N S U R E  T H A T  A L L  R E G U L A T E D  
U T I L I T I E S  A R E  R O U T I N E L Y  A N D  S Y S T E M A T I C A L L Y  I N S P E C T E D .  
2 2  T H E  C O M M I S S I O N  S H O U L D  E N S U R E  T H A T  P U B L I C  U T I L I T I E S  A R E  
N O T I F I E D  I N  W R I T I N G  W H E N  N O N C O M P L I A N C E  I S  F O U N D .  T H E  
C O M P A N I E S  S H O U L D  B E  R E Q U I R E D  T O  R E S P O N D  W I T H  A  P L A N  O F  
C O R R E C T I V E  A C T I O N .  A  P R O C E D U R E  T O  E N S U R E .  T H A T  F O L L O W - U P  
V I S I T S  A R E  P E R F O R M E D  W H E N  N E E D E D  S H O U L D  B E  I M P L E M E N T E D .  
2 3  T H E  C O M M I S S I O N  S H O U L D  M A I N T A I N  W O R K I N G  P A P E R S  F O R  E A C H  
C O H P L I A N C E  I N S P E C T I O N  C O N D U C T E D .  
T h e  C o m m i s s i o n  i s  i n  t h e  p r o c e s s  o f  c o m p l y i n g  w i t h  
R e c o m m e n d a t i o n  1 9 ,  2 0 ,  2 1 ,  2 2 ,  a n d  2 3 .  T h e  C o m m i s s i o n  S t a f f  i s  
p r e s e n t l y  w o r k i n g  o n  p r o c e d u r e s  t o  i m p l e m e n t  t h e  a b o v e  r e f e r e n c e d  
r e c o m m e n d a t i o n s .  
2 4  T H E  C O M M I S S I O N  S H O U L D  E N S U R E  T H A T  A L L  C O M P L A I N T S  R E C E I V E D  
A R E  R E S O L V E D  I N  A  T I M E L Y  M A N N E R .  T H E  C O M M I S S I O N  S H O U L D  
C O N S I D E R  H O L D I N G  A  S H O W  C A U S E  H E A R I N G  O R  I M P O S I N G  F I N E S  I F  
C O M P A N I E S  D O  N O T  R E S P O N D  T O  A  C O M P L A I N T  I N  T H E  R E Q U I R E D  1 4  
D A Y S  O R  I F  T H E  C O M P L A I N T  C A N  N O T  B E  R E S O L V E D .  
2 5  T H E  U T I L I T I E S  D I V I S I O N  S H O U L D  E S T A B L I S H  D E T A I L E D  P O L I C I E S  
A N D  P R O C E D U R E S  F O R  R E S O L V I N G  A N D  A N A L Y Z I N G  C O M P L A I N T S .  
2 6  T H E  C O M M I S S I O N  S H O U L D  A N A L Y Z E  C O M P L A I N T S  O N  A N  A N N U A L  B A S I S  
T O  D E T E R M I N E  P R O B L E M S  O R  T R E N D S  C O N C E R N I N G  P U B L I C  U T I L I T I E S .  
R E C O M M E N D A T I O N S  T O  F I N D I N G S  S H O U L D  B E  R E P O R T E D  T O  T H E  
C O M M I S S I O N E R S  A N D  T H E  P R O B L E M  U T I L I T Y  F O R  C O R R E C T I V E  A C T I O N .  
T h e  C o m m i s s i o n  i n t e n d s  t o  c o m p l y  w i t h  R e c o m m e n d a t i o n  2 4 ,  2 5 ,  
a n d  2 6  o f  t h e  L e g i s l a t i v e  A u d i t  C o u n c i l  a n d  i s  p r e s e n t l y  
e s t a b l i s h i n g  p r o c e d u r e s  t o  i m p l e m e n t  t h e  r e c o m m e n d a t i o n s .  
2 7  T H E  C O M M I S S I O N  S H O U L D  P R O M U L G A T E  C O N S I S T E N T  R E G U L A T I O N S  
A M O N G  T H E  R E G U L A T O R Y  D E P A R T M E N T S  W H I C H  E N S U R E  T H A T  C O M -
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PLAINTS RECEIVED AND PROCESSED BY REGULATED UTILITIES ARE 
REPORTED TO THE COMMISSION ON AT LEAST AN ANNUAL BASIS. 
The Commission intends to comply with Recommendation 27, 
however, such a recommendation requires the instigation of a 
rulemaking procedure which necessitates a public hearing as well 
as action by the General Assembly for approval. 
28 THE SOUTH CAROLINA REORGANIZATION COMMISSION AND THE PUBLIC 
SERVICE COMMISSION SHOULD CONSIDER RECOMMENDING NEEDED 
STATUTORY REVISIONS FOR PSC DURING THE SUNSET REVIEW. 
The Commission is willing to review needed statutory 
revisions and consider recommendations with the assistance of the 
South Carolina Reorganization Commission. 
RECOMMENDATION 
CHAPTER IV 
ADMINISTRATION DIVISION 
29 THE AUDIT COUNCIL RECOMMENDS THAT THE PUBLIC SERVICE MERIT 
SELECTION PANEL CONSIDER PERSONS WITH EXPERTISE IN ACCOUNT-
ING, LAW, CONSUMER AFFAIRS, OR OTHER PROFESSIONAL AREAS WHEN 
NOMINATING PERSONS TO BE ELECTED TO THE PUBLIC SERVICE 
COMMISSION. 
The matters contained in this recommendation are not in the 
province of the Commission. 
30 PSC SHOULD FILL POSITIONS WITH INDIVIDUALS WHO MEET MINIMUM 
TRAINING, EXPERIENCE, AND EDUCATIONAL REQUIREMENTS FOR THE 
POSITIONS. 
This Commission submits that it has recently created and 
filled a position of Personnel Specialist I. One of the primary 
functions of this position, which is new to the Commission, is to 
review all applicants to ensure that each applicant considered 
meets the minimum qualifications of the position. With the 
Personnel Specialist I reviewing the applications, the Commission 
believes that all positions will be filled with individuals who 
meet the minimum training, experience, and education requirements 
for the position or will have been approved for the position by 
the Budget and Control Board's Division of Human Resource 
Management. 
31 PSC SHOULD ASSESS MOTOR CARRIERS FOR THEIR "FAIR SHARE" OF 
AGENCY ADHINISTRATIVE COSTS. 
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A s  A u d i t  C o u n c i l  n o t e s  i n  t h e  t e x t  o f  i t s  r e p o r t  " i f  t h e  P S C  
c o m p l i e d  w i t h  S t a t e  l a w  p e r t a i n i n g  t o  a d m i n i s t r a t i v e  c o s t ,  f e w e r  
f u n d s  w o u l d  b e  a v a i l a b l e  f o r  t h e  c i t i e s  a n d  t o w n s . "  I n  t h e s e  
t i m e s  o f  r e d u c t i o n s  o r  e l i m i n a t i o n  o f  r e v e n u e  s h a r i n g  f u n d s ,  t h e  
p r o p o s a l  o f  t h e  A u d i t  C o u n c i l  w i l l  r e s u l t  i n  f i n a n c i a l  h a r d s h i p  
t o  t h e  S t a t e ' s  c i t i e s  a n d  t o w n s  w h i c h  t h e  C o m m i s s i o n  s u b m i t s  i s  
n o t  i n  t h e  p u b l i c  i n t e r e s t .  T h e  a l t e r n a t i v e  t o  t h e  r e d u c t i o n s  i n  
t h e  f u n d s  a v a i l a b l e  t o  t h e  c i t i e s  a n d  t o w n s ,  i f  t h i s  
r e c o m m e n d a t i o n  i s  i m p l e m e n t e d ,  i s  t o  i n c r e a s e  t h e  l i c e n s e  a n d  
r e g i s t r a t i o n  f e e s .  S i n c e  t h e s e  f e e s  a r e  s e t  b y  S t a t u t e ,  o n l y  t h e  
G e n e r a l  A s s e m b l y  c a n  p r o v i d e  f o r  s u c h  a n  i n c r e a s e .  
3 2  T H E  G E N E R A L  A S S E M B L Y  S H O U L D  C O N S I D E R  E N A C T I N G  L E G I S L A T I O N  T O  
A L L O W  T H E  C O M M I S S I O N  T O  R E V O K E  C E R T I F I C A T E S  O F  P U B L I C  
C O N V E N I E N C E  A N D  N E C E S S I T Y  O F  C O M P A N I E S  N O T  P A Y I N G  P S C  
A S S E S S M E N T S  T O  C O U N T Y  T R E A S U R E R S ,  A N D  A L L O W  P S C  T O  C A L L  A  
C O M P A N Y ' S  B O N D  T O  P A Y  D E L I N Q U E N T  A S S E S S M E N T S .  
T h e  C o m m i s s i o n  h a s  n o  o b j e c t i o n  t o  t h e  i m p l e m e n t a t i o n  b y  t h e  
G e n e r a l  A s s e m b l y  o f  t h i s  r e c o m m e n d a t i o n .  H o w e v e r ,  p a r t i c u l a r  i n  
t h e  c a s e  o f  s m a l l  w a t e r  a n d  s e w e r  c o m p a n i e s ,  t h e  r e v o c a t i o n  o f  
t h e  c e r t i f i c a t e  c o u l d  l e a v e  S t a t e  c i t i z e n s  w i t h  n o  s u p p l y  o f  
w a t e r  o r  s e w e r  c o l l e c t i o n  a n d  t r e a t m e n t  s e r v i c e s ,  f o r c i n g  t h e m  
o u t  o f  t h e i r  h o m e s .  P r i v a t e  w a t e r  a n d  s e w e r  c o m p a n i e s ,  a t  l e a s t  
i n  s o m e  i n s t a n c e s ,  a r e  o p e r a t i n g  w h e r e  t h e r e  a r e  n o  a l t e r n a t i v e  
w a t e r  o r  s e w e r  c o l l e c t i o n  a n d  t r e a t m e n t  s e r v i c e s .  T h e  r e v o c a t i o n  
o f  t h e  c e r t i f i c a t e  o f  t h e  o n l y  p r o v i d e r  i n  t h e  a r e a ,  w o u l d  f o r c e  
t h e  w a t e r  o r  s e w e r  u t i l i t y  o u t  o f  b u s i n e s s ,  l e a v i n g  t h e  S t a t e  
c i t i z e n s  w i t h o u t  w a t e r  s u p p l y  o r  s e w e r  c o l l e c t i o n  a n d  t r e a t m e n t  
s e r v i c e s .  
3 3  T H E  G E N E R A L  A S S E M B L Y  S H O U L D  C O N S I D E R · A M E N D I N G  S E C T I O N  
5 8 - 3 - 1 0 0  O F  T H E  S O U T H  C A R O L I N A  C O D E  O F  L A W S  T O  P R O V I D E  F O R  
T H E  A S S E S S M E N T  O F  L A T E  P E N A L T I E S  A G A I N S T  C O U N T I E S  T H A T  D O  
N O T  R E M I T  A S S E S S M E N T S  T O  T H E  S T A T E  T R E A S U R E R  W H E N  T H E  
C O U N T I E S  C O L L E C T  T H E  A S S E S S M E N T S .  
T h i s  r e c o m m e n d a t i o n  i s  n o t  i n  t h e  p r o v i n c e  o f  t h e  C o m m i s s i o n  
a n d  w o u l d  b e  e n t i r e l y  u p  t o  t h e  G e n e r a l  A s s e m b l y  t o  i m p l e m e n t .  
3 4  P S C  S H O U L D  R E V I E W  A U T O M O B I L E  A S S I G N M E N T S  T O  D E T E R M I N E  
I F  J O B  D U T I E S  O F  T H E  A S S I S T A N T  D I R E C T O R  O F  T R A N S P O R T A T I O N  
W A R R A N T  P E R M A N E N T  A S S I G N M E N T  O F  A N  A U T O M O B I L E .  
P S C  i s  r e v i e w i n g  a u t o m o b i l e  a s s i g n m e n t s  a t  t h i s  t i m e .  T h e  
C o m m i s s i o n  n o t e s  h o w e v e r  t h a t  t h e  A u d i t  C o u n c i l  R e p o r t  l i s t  
b a s i c a l l y  t w o  ( 2 )  c r i t e r i a  f o r  t h e  a s s i g n m e n t  o f  a  S t a t e - o w n e d  
v e h i c l e  t o  a n  i n d i v i d u a l .  T h e  C o m m i s s i o n  n o t e s  t h a t  R . 1 9 - 6 0 3  o f  
t h e  R e g u l a t i o n s  s e t s  f o r t h  o t h e r  c r i t e r i a .  S p e c i f i c a l l y ,  
R . 1 9 - 6 0 3 ( 6 )  p r o v i d e s  t h a t  t h e  a g e n c y  h e a d  c a n  d e t e r m i n e  t h a t  
c i r c u m s t a n c e s  w a r r a n t  i n d i v i d u a l  a s s i g n m e n t  i n  t h e  b e s t  i n t e r e s t  
o f  t h e  S t a t e .  T h e  C o m m i s s i o n  i s  r e v i e w i n g  t h e  a s s i g n m e n t  o f  
v e h i c l e s  i n  l i g h t  o f  R . l 9 - 6 0 3  a s  r e a d  i n  f u l l .  
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APPENDIX D 
SOUTH CAROLINA 
DEPARTMENT OF HIGHWAYS AND PUBLIC TRANSPORTATION 
Highway Patrol 
Size and Weight 
P 0. BOX 191 
COLUMBIA, S.C. 29202 
May 16, 1988 
Mr. George L. Schroeder, Director 
Legislative Audit Council 
620 NCNB Tower 
Columbia, s. c. 29201 
Dear Mr. Schroeder: 
Telephone: 758-3409 
Thank you for the opportunity to review the report of 
The Transportation Unit of The S.c. Public Service Commission. 
We would be receptive to the recommendation for our 
Department to take the 34 jobs positions, as outlined. 
Thank you again for the opportunity to review this report, 
and if I can be of further assistance, please let me know. 
88 
Sincerely, 
t.-f·~ 
A. F. Corbin 
Captain 
